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M-S Sl Ui 2 £ 7 MU e et 4 S mips el S s /2
21 Nature) e 5 (Characteristics) ko « (Meaning) ¢ £ U1 « (Share) ** T
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LgSE S

(Objectives) 4¢G> 1.1
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(Meaning and Definition) 2’ / J}'Cﬁp‘ 1.2

J(Fixed Amount) ﬁ/u/?".{’Li-aac«u/ﬂla,qd//@u((Share Capital) /L~ Kfﬁ
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-
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(Financial Assets) 261 3l o J61 Sl G b1 2 20 & P2 U o rn

Ffic ot L7 L S (Shareholden gy P Fee B 351 e bols™

10 et et 27 T2 E 8 S ot (Dividend) 24
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< bbbl et L (Sharcholden) W, P sl et

(Nature) =F ¥ 1.3

(Articles of 21 521 ST E T sl 4t (Movable Property) sl J# 22 £ &

U TP ke JF P S 2k 2 Ut (Transferable) J‘” JE & oS Al 4 U% Association)

S7 ot F el U2 s LS 0Is TS en o 30 8E Sp il A S A

‘guﬁ’ (Physical existence)s2s Qb2 3561 o 25 -‘45”’(10"“ o /;Jﬂﬁg Lol
<, (Rights and Duties) U551 35 £ U, F

(Importance) &4/1.4

4k J =\ #sStrategic) (Operational and —5% > 3| J’? £TL LLgiluk & ol
Jb i’@:’f/ et S~ L u,é.;{u'if - &/d/lp il “i L L/(Raising Capital) Lw"'(!,:l./
K&ﬁz"ﬂ-wé//&;/'wj u(u‘ﬂzgdt/ ulﬁrc‘-&yzuf (Regulated Stock Exchange) @ig’
(Directly or -1 b ersolz 6 by -t 37 Sk K USE L 6Ky Faski o S Ut o0 G50 S
CBEAME P L SL KN pE S8 St b Indirectly)

(Feature / Characteristics of Shares) &&4!‘7 b{ UEJ 1.5
_4"_(5[(! é}fc,qufﬂﬂigfﬁ«}'{u/fﬂi(Meaning)f.(l
..,/(‘;K(Ownership)ﬁ«.{a(;J' u:(j[ic;_t‘la qu@&u"ﬂfvaéfﬂt(Ownership) .‘:«,{a Q

- ) 6(Proportion)
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IS e f._ﬁb,; -~ L"n/:}ﬂ v..(' 4.]— Lesis Jf-‘?/; :(Distinctive Number)/:} u’r"g. &}
—ebrs 2 I fesel /| 2(Dematerialise)

e e Lo S S e S A 22 67 (Bridence of Title) = £ (4
sl 5&;@/igfj:,’_‘Luﬁ}gdbi_'f}"é:{u‘ﬂ_‘a(Document) Z,)C«)J@;ad/u“?
_‘LD: bl e 23 Z (De-materialisation) gﬁ"/’ﬂ; A

LU/VJC;)CJJJI?-LL(}M/ZWLBQZ:&»‘EJJ’/A;Ju&j/;:(value of Shares) /ﬁJgﬁj.(S
!‘LC’:lgg/;W/?ubédjfyﬂ

u%lu’ﬂ.l_ﬂrkuﬁ’/}KJU;l‘a&ngJg&:@/z:f]ox,":, ‘(Face Value) =4 § 20 (2)
Led8 6 J‘%u 100 L&s, 25 '%,/10(4»5 LJ@-‘L b JZ(Memorandum of Association)
-%Gcnﬂup (Market Value) c;oxfd/ljw/u’!ogd/:UJJﬂf:ij

*/,:b‘«)z"/,:d/,i/,‘fﬁ-%&/lﬂ Kﬂ%’ﬁ@gﬁ‘adu,:(lssue Price) «.d élzi (b)
d/l’p/,::agd/zwuftavb‘ KJl?ulegéd/lg/,: (At Par)/}d;vﬂb’«%-ujékgédz@/vﬁ@
b‘u;z’u‘j.feul-ujéédzlg/?upcddﬂLb'd’,.!ﬂfc‘-wKL/dzlgf/?ﬁ/?-ujZé
-ujZéd/lg/x/c&gdﬂwau’!a}fcb-gib/‘gul;:u,?&lg;d/lgé

(Demand & Supply) 4~/sl uﬁ/ljgu”ﬂ gj.‘.’J K4 L}/ u’ﬂ : (Market Value) =d $(e)

-4‘-L"n‘r—c))l; J

bl g 2P S Lt ébg (Fully paid-up) 12/ J"( o (Paid-up value) =d o301 (d)
Jla d/u'.?}uﬁ:bl JJK/’J}?/M £::J)o//““QJ}JU@QﬂJﬁ-wékg(Paﬁly paid—up)
-‘LJIUC]?KL/(fOI‘feit) M/Waﬁb!/?ubd;’iﬁ’/&{?rcé

(Statutory UL 396 «F € LS Uros ks &5 < s 5P A S it 7 (Rights) 55 (6
s T 6 s s Ut Urllel e T 6 =T ke S oL AT 6 S £l Kbooks)
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e Pl QT AR PTG AL U e L8

Nl =3 & 31 (Transferable) J &~ oy Vil :(Property of shareholders) s 4k Soiln ﬁ‘? (9)
el Suil

u‘j&?}'m (Equity Shares) u‘/u’}l/ df/..{I <, & +3(Kind of shares) w:’d/u‘ﬂ.(lo

_‘gﬁ‘c i G/ (Preference Shares)

(Types of Shares) rlr‘:’.’ (!u@ﬂ? 1.6

b= Ut Ui b 8 T G L43F L2013 812
(Ordinary Equity Shares) *% $slsb (i)
(Preference Shares) *~ (% 7 (i)
SE T kel Liquidate)P & & oau? L S VSt 7 L Ui

(Settlement of i< d/ 2L s« (Voting Rights) 05 L s (Share in Profitability) (/0> -2
-uj&nﬁrljlui» JﬂcL’fﬁCapital)

(Equity Shares) Sl )
A SE I e ST LS o

uﬁ;‘f'ﬂ(f;}'ﬁujgﬁﬁwulegé_{a(ﬁ/L(tL(Ordinary shares) J’ru4/k(uzw”d,u
U e L7 ke bl P G AT I L i 2 O T2 P i
LE QI LFE M S P e e S 2P £ B plst i e o b
-ujL}’Z/!ﬁ(ﬁ/

e P Bt LT ol

e bl ki h 3T L PP ol St 2 S A e £ § RS S 5T
e 7 (Cumulate) &y etz % 54 36U T bl LU bl 6 493 WL P Salr 2L
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S I# b L L (b £ (Paid-up capitaDZ #0201 i u:g’f/uésga"d,u_%
Md}b»‘..«é’»ut&{é:’/_‘aﬁ/(One Share One Vote) ‘e fI P2 L1 o g s okt dse
et S T o L PP I ST St 356 o S S U S

LSS SEE S S 2 o e B S S B s S T Sl 6
-uc_/mJ}z?(t?fm_utéc»'%w{.,eﬁqfdﬂ;uiw/uu/éwu@gf’d;w(«b
Gl b8l 51 e GO F 2o S ar s Saa it o o 8 Saa s 0L 7 Sl
(Transferable) & J6 *° Gl £ (T wr e d S n B s 2538 0uT = 7
4/, (Discount) ¢)z’ut/u;gﬂ£(3ﬁ/,1/@4(§4uﬁ’u (Investors) /6 -\~ & 1<t
Lo dn e ienpbSuszrut P AT Tl BIET o s E S S and

_‘46{4@#}“7”/»/51:‘4&44/7

(Types of Shares Based on Definition) (Q'&4~—§J;Jfﬂ71 7

e 2 3L 15 A AL el 5o LT LA Tap STty
e FEF Il

(Authorised Share Capital) -\ 7047/ |1

S S b égfdtg'rzu_ﬂ‘»i:m’zri&fdféc‘-/tﬁuu(’gh/éu‘ﬂ,t/m/ﬁ‘
Apoif ad FTH G A pmlia by o Ut P ery:g{-%&%z LS
o LKy foie b b1 e bolf(F (Registered Capital) 443+ 4(Nominal Capital)
S e p Mgl Lei817 Shs fF Se slie Fed S LIt
_é;.tgmuﬁ’ug);]wJz_n/ng,:u:.pmfu/fugc‘_f/w@Jﬁ;fuﬂ”[xw Len Gl
Sl L6 e iss2)1 oon,w&ﬁJﬂu.ﬁrb/:ﬁ{u”;w&%{fﬁ%yziw»
e e Bed RS ST 2 E

(Issued Share Capital) ,:l./&lil 2
u:u?§_ttggujtg/(uf2,Lﬁﬁ“flj;z§_,ﬂo,gat/aﬁ/k>,:§_Cig:§<;(tfw
ij“iL@d!/ﬁ,t/ﬂg_‘gL“tgwlﬁ/uﬂt;’g/ﬁ'u?(iuyz‘Lg}‘{mLﬁ”féwlfma;
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=1 S Sl Sl F e bl (Unissued Capital)' b < o856 &'l L, 4
(Nominal duif({u‘jrurﬁuu}/,t/ Kgfﬂu//d/lgf%gt/&]d:ﬂt’_‘a C@W;{. )
_ujé’:d/lgz;&{ﬁ‘ab/d/ﬁ/u(;(\/alue of Shares)

Jlul‘auﬂﬂ&é_uSO (Nominal Value)doj;fd/(Share) ﬂiﬁ{f/ﬁl%/? ZJe
_K}’ZZ;://":/(S,:L/M/U’/@KJ';:ujcj:dzlgf?[U 1 Ou:."»;'/JLL

(Subscribed Capital) <4 04> s .3

AT caa S AL 15238 52 > 0sk (Issued Capital) 2l 00/ Sl 2
LI iy 8!2!?9%&&/1#4/;5J‘ﬁj{.n’i(!i/fééﬁé Z (Public Subscription)
/’7_+Cﬁnf/égug4i4£LL/u/djlg,L/oﬁ./fﬁ“‘iﬂgfbaj@,Jnufv{idt/oﬁdﬂ;
/gfﬂ;ufuudf&{?:‘a‘ff_u“”Lué_@éﬁ%/&;fﬁd/u“”ééqfﬁa.:'/d/ﬂf
)iﬁokaé)iﬁU(fiLi}ngéJ}/UiuﬁJ’ﬂLﬂfﬁ-%" _/l)'/f'/é_rlf“iécﬁgfgf_bw
uﬁ;tﬁupz_u‘”ﬂu;/ﬁ/ungﬁ:ufuﬁg/n_?n/,u,é‘fﬂo;/fjé"j{ﬂw?‘%fh
JE L0 = P s f/&u; SR Juj'lg $s s 18 it dndwer 150 L7
S b b Applicants)

(Called up Capital) -\~ u/'/J 4
u&ﬂ'%!é_‘}':/}?g/ub’ﬂ_‘agJ/’fﬂo}/d/lg'%iLJ{&‘L,ﬂoﬁg/@t/uwﬁ_‘/lkd
e FIANE SIS 2 L ES PN 88 F e L S o

(3‘:‘(/}"&;&}/ 10 (Face Value) ogd/;wd/(Allotted Share) J‘?,;/u‘?/ﬁ‘/?/,bédt‘n
‘f’ﬂdé;.u 7 (Called-up Capial) ,:L/o)/'/J A0 L :c"_y/,)lb‘ Ku“iéé;_;ﬂdfé.
_4"_6"'/’@Jdﬂ}no/}//(}'{gecu@kf?é:gﬂé;_;ﬁ,,ﬁ.’-c"_

rQ’IJ,L/ﬂzl.l/“rJ

(Classification of Share Capital) dkg/;‘f,b/u‘i;/gﬁéﬁfﬂ
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Authorized Capital
,:L/D/U:;J)g}‘

Issued Capital Unissued Capital
A0S A0S

Subscribed Capital

,:L/D;’J!J}
Called-up Capital Uncalled Capital
,:L/D}/(J :/L/J}.E’/?

|

Reserve Capital

A5

Paid-up Capital Un-paid Capital

ey b oabl f
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(Paid-up Capital) L ~a4* 13/ .5

i S esir i i P e VU e L P 2 ok Lo L L
}(21&1;:‘&&%’)!FJ/.:L)OJ_UJLU:U@Luﬂjﬁ_‘atnﬂj,écft/b;bl,:L/D}J;tw“%)
U1 U (Called-up Capital) 2l 0/ b dij e bltl £ £ (Calls-in-Arrear) 56 bL3ILG
e t12L i JE (Paid-up Capital) b o1 L3P S

TSI e VU i, 7 238 2 il K rad
uﬁL/mﬁ“//vdﬁffu‘”féfc;uﬁu@w‘jﬁ-?nﬂf.LLL/D,@M,L/D,@J@:LJJ;;/@IF;(L’/’
L gl o (Paid-up Capital) ,:L/a,«f’l;icl,L‘J-nggLfJ/(Calls—in—Arrears)ﬂKLL@/?/&IJ:‘LQ/(KL’
et Ui L S e £ Joe i 7

(Uncalled Capital) -\~ J#* & .6

&Sl d i e YU BB S P Ze i o AN 5 F
_nc«uﬁJJﬁ,g/LIb.»,‘ayKéfL,L/J;v/fcu@Lchﬁﬁuégf/ﬂ'j{fuj
(Reserve Capital) ol /3357‘ 7

(On the =L Ln‘f; s (}’:{J/ 2 v{' ¥ (Uncalled capital) L Jﬁ’/f b u"f/
(5{(“/, —e bl b K&{/ﬁ“uﬁ‘f}uﬁ_‘gﬁcm@yﬁéLJ_/Ju:wmding—up)
_‘L&b JJL’:"’“I“& 12_/7)!}’/(Creditors) ugﬂwu"/“/,: (Wind—up) d_yzF?L

(Feature=based Types of Shares) (L:’"(}»/va’l:ﬁ!‘; J‘,f'i 1.8

(Voting Shares and Non-voting Shares) :&fj e »utu!‘f’ﬂ s .1
(Voting Shares) (fﬂ L 1.1

uf;«ll:b«‘&l’?a,yl?lLJ}?/’GQU%'J&J&{;A;ILi;ézu&ﬁué’u:ﬁ;ag:gcﬂfw?
-é"_t‘t?tlgc‘_rrtéuaa)wé’”/fﬂd}l/“/?/}brlﬁ-wﬂpLi‘jﬁaﬂ&:’

(Non-Voting Shares) g_f"7 Lt 1.2
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..é’»u.?;if‘acﬁﬂg -ujéJJ;y L (Differential Voting)fud)?l/@@&ﬂué’u/;;
e LT
(Sweat Equity Shares) LS e 2

Zoalae 5 P05l S & ug»;f?w;; 14 &) Q%(Kc;u ol u:uﬁru/_»
u%@/u’! e bbll Lrtéu"ﬂ&;’a ar/ﬂu'-u}&/d&f/?ub L(Compensation)
dﬁ)ﬂcgﬁ-u,?u%/!/“/,/’/é_),ﬁuﬁ (Ownership) oﬂf@ﬁ)ﬂ»«.f/g{_/} Lmziu‘ﬂéi:guf/
_ugLL?u.LWL&‘&,m‘a&n&é;ny

(Right Shares) *Z 7 .3

Ji&grvgl_%(:}ugLu:rlf:’.lU’&%JJ@’M/U//L?LJ)J&{(Right Shares) &’W”’
/(Extemal Investors) U)/Kdl./&)/;(}’:{é/:/?/)(l&-‘aé//d/lg/u@hfﬂuﬁf'%!ﬂifﬁ
_LL&/(J}CJ?,Kd/!,g]'d/ﬂ/(Stakeholders) /l),ﬂuﬁr'%!%a’;n??;é Sz

(Bonus Shares) gfﬂ uJ ¥4

Ll ol £ ot P73 S Sl w2y e 52 Ul Y U
et e L S S T 2 Pt e LS b T AL s L
F Lo L IEL LSS A GRS 2 1L (Retained Earnings) (aToi 55
-t

(Preference Shares) ‘f’i (ff 7 (i)

Lrte o LSSFE Tz 0F G282 o 2GRz P F
(Repayment (FsSZL-IZ b sri ¥ a1 anletSS8 Kébﬁ%c (Stakeholders) Ju4x
$recnit & e & (Rate of Dividend) U 2§ i Ut esse P & 5 - S §#60f Capital)
F o bWis S PP L e pn S, e 1Ko i S U 7 F
_uditsseter® ST

20



Uuz'_lab/ul_awflpﬁf'/“c;LiiLévo;/uuclc,_}/’J&{/u@ufj&?/“ .
A Zh i te Wy (Fixed Rate) U 2o 2 Ll ped S U7 e n o\ S iy
e Lo L P F e i P

(it ot fem §inF L S (Preferential Shareholders)éd, 27 (5 o
e LTEE e s T A I P TS K T F

S0 LGP Lt F S PT F ot AP AT F e LGP o @
ce Thesimid bl s S Bl

UL SR E T LI e3P 5 T F S e

(Cumulative Preference Shares) gfﬂ uﬁf 7& B

L (Years)U}JVU!!/ (Preference Shareholders) ué:gu“” «ff 79 ujgf’ﬂ ugf'i «ff & k4
S wibihid e o5 U N WU B L R e T F L
ab&@ycfb&ﬁ_) _uth?“Lmz_d'b»LJVE/;,/,!‘LL“@%’/?ML (Arrears) c«bk@u.‘?/i
“Lm%:,f:mJkigﬁu‘fu’(éu@w‘”ﬂ&fu/u@w“”&f}ugméwuj!.nég{!gjﬁ
b T F S A T
(Non-cumulative Preference Shares) Jz‘? ‘ff >& o /,-:’ 2

Ldb’édb’l’)}?}"g.}/b) U"L/'/uwci ,fg /KU}JVgiw(fﬂufﬁf/J};/

SAEULFT F A T W B e PeT kS o LS e ks
_‘Ltﬁ@guﬁ(df) € (Arrears ofdividend)c«lgmﬁdb’uﬁuﬂb«ﬁla

(Participating Preference Shares) gf’ﬂ (jf 764 /" 3

Eitd sl PZ < rm o £ (Liquidation) (#4f e b S U it P 0

c}o/ﬁszgsu@gﬂ§}_+WuJK4yuﬁ (Surplus Profit) Z}’deié(f[ﬂ&g/

(Additional QU LIS GE 2L & il P2 & 1l e & S Jros(Stipulated Rate of Dividend)
_ujg,ﬁuﬁ'{uﬁEamings)
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(Non-participating Preference Shares) u‘ﬂ uéf }'CS(' /“ /,-f 4

L}Lb!u’(/?ﬁfg)géé’{g‘aufyéfﬁiﬁui'(Surplus profit) dVJ&//qu‘ju;:]
S SRRV B St SRV RPR NN (VU [ PR PRY- gy g B 1o

-
¢

(Convertible Preference Shares) u“i uéf S s

J“/.wtu"ﬂ&;,{u“ (SpeciﬁedRate)@/”d‘r‘g.,{l/,:é.nfjﬁa,cu/mugﬁuj(fiud
_wéjg"(é_/@j;uﬁf”&fu/u“ﬂ&f}'%umigﬂfﬁv{tu@gu“”,-wz_tgn

(Non-Convertible Preference Shares) u"i (ff }'J‘ A JG’L‘ .6
e bl T F L L U U S P A P T F e
(Redeemable Preference Shares) u‘j uﬁf }'J:: LIEG 7

ébl(ﬁ/%cu’!gpﬂL;u.u}‘o)/dzlgc;d/’JG{ﬁLat'lgbﬂ/ﬂwﬂﬁ]ﬁl;!&l&'
-w&gu;LL/uéuﬁ“/ﬁfu@gu‘ﬂﬁ}amré&fugﬁc‘,ugcuﬁuiy}ul,-ugétg

(Non-Redeemable Preference Shares) Jz‘? ‘ff }'uq l;!JfG'l: .8

ﬁl;lg}ﬁ'ufu?‘a(;‘vgd/@referred Stock Shares) J"J&1§3}J‘7L§3}£u;1jwt
_‘L&Clgu(u.?}/u@gfﬂ(fg]w/»LJJJJJ{U?:!)!JWUI_‘LJQJJ@MJ

(Calls—in—Arrears and Calls—=in—Advance) J KUQ:’ 9l J KELE; 1.9

(Calls-in-Arrear) (S b 5L 1.9.1
/,:Jgdfu’l/.::x/bwu@gﬂéfge_uj"gfuﬁ;mF;JJK/J@;L"M/""‘U@.L.JH@G;!J"}
W-c bbbl = L (Unpaid Calls) H6siiol &/ J6Le o o5t sepbb it S f il
J!_ujLnuf‘;dﬂ/Ju’f/lﬁégt‘/fﬁ’V Jf%d((lffut (Debit balance) J{‘%%&wwu
(Calls-in-Arrear Account) ':lo(u{lbLLf"l.L.@' G’{.{lugzrﬁt‘_dﬁn/:w'/?/?L'ff(ljﬁa)'f“/d/Z//

:Jnaz;ﬁJL/u’gf@l/,ClJZdL’oid’“;'@/)al_‘g i
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Particular Amount Amount

Calls in Arrear A/ c Dr
To Share 1% Call A/ C

To Share 2" & Final Call A/ C

(Being Calls in arrear brought into account)

el S (Interest) )r/,:dg.t‘&?/,:(Rate) O/‘U’L&Q:@’d'ﬁiu‘ﬂldl’ﬁﬂ'éé’{
0SSt 1 FUE 6201383 1 w6, s v 1 (Articles) BT LFE S F
(Schedule Bt S E a2 & or 10 A S L szmlic cb i 103 £ s 525 S
bUlb.p.l;"l/" iu‘j “i ey d/ U zi’f;m! (Actual Payment date)p?: I5f J‘i l.s/Payment date)
_%lgdbd/ + (All Unpaid Amount) (}." J

J 5 ~ (Interest Account)d"_u/éjrj L s+ (Interest Amount)fn J d/ )r/,:dr’ﬁ u( f“ /JK
W&/@-JLlp d/("juﬁ (Calls-in-Arrears)361 J6L L J* 2 361 Jg,l’als’i‘f“/ JJKﬁ-JLlpd}
2€nd§@u@bll;<c‘_t‘/jlf£)/uﬁji;iJu;’@,@d@&

Particular Amount Amount

Bank A/ C Dr e sk
To Calls in Arrear A/ C e st s 3%

To Interest on Calls in Arrear A/ c sk e

(Being Calls in Arrear received with Interest)

;r4u)k{u::zfm@?‘ay’guffuuﬁ{uﬁgjgL (Calls-in-Arrears) o@gwéu%/:.ai
_ct-uﬁ;auﬁd/é_/ﬁ’/@//@ullufi/;!é_/dr";

1J6&
32 pettiie it E e § o LGl 7 610000 £ s 102 22
u(gf'ﬂrl}/)!u:/ndr"}”uf‘lfu“iLW(Q/J{.Z;.U2/?Jgd].TAld/})/)l:é;.u2/?dg&f’o{fé;_u
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c“’_LJK&;’M!d/»zéu‘”zoougéu?iu@ggf‘?u{lz_mufi{m,g/siu@gu‘ﬂ("/
_q;c/lgbll(_figj_ LL/}/@/ﬂCalls—in—arrear) U{wku1k@_£//dﬁ;£')'

(Solution) f
ezt Sl s

(Journal Entry in the Books of Ali Ltd.)
Particular Amount Amount
Bank A/c Dr 19600
Calls in arrear A/ c Dr 400
To Share 1" & Final Call A/c 20000
(Being second & final call money could not be received on 200
shares)

(Calls-in-Advance) /¥ fﬁ 1.9.2

Jﬂ-wu:fuw_,eur_._)}d/ulJu’f’mu;z;;/mﬁ’vﬁnm{gﬁ“/w;u@k{u@w‘ﬂas,tﬁ
d/b,.ﬂ)'J(}‘ffg/JBL}'ZJ}‘”}”Ufujbii_cat'lgtlgérté‘jgU@J’,f(}./dbLﬂd)"/LU@Q
U J%’-%lgt‘lg Y Ut (Calls-in-Advance Account) '<361 14 ol JK' et sl < (Liabilities)
La«ftﬁzf_-fatg Seiid Luﬁfm Jul/’LmU@p,uL (Calls) (&b 53] ﬂduLnJﬂr
SUSisdrr B S S 2 stm-Fnfolie s 12 End )wjn@v] VU

e by TLatd Lt
Particular Amount Amount
Bank A/ (¢ Dr s sk s s
To Calls in Advance A/ c

(Being Amount received on Calls in Advance)

‘LV@Q(MZ!L&:/}L ZyD,ClJ"}@/»rgjd/'ﬂKﬁ'r/;@/t’u/i‘gfﬂg

Particular Amount | Amount
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Calls in Advance A/ c Dr
To Particular Call A/ C

(Being Calls in Advance adjusted with Call money due)

£ ‘Equity and Liabilities wAz1ss1 (5 £1 - S, TE sz skl Y =2
.L.l;)/.:ub Z (Separate Item) (b’/!’uﬁﬂ“.{l 41 (Current Liabilities) 'Ugsls w30 225" =5 L JIs*
o4l I (Other Current Libailities) '=l2/s w2y K (As Sub-head)s ~ L)E:'J}J’?c‘ab‘lg
Lﬂ[ﬂ/’,gﬁé%/l’ﬁ“adm,»}J(}’{'ﬂgu@' f}?. -Lab‘lggu.?}gjlfluﬁ;/d/@aid-up Capital)
ﬁﬂ/?ub(u-‘aum,,eudgqvéLuﬁfuu.,Q‘L.,,eut/mmfémw;@mu@ﬂwb’h?n
(Articles) u’gfbﬂz:é’{/?&%u/lj:(’ft'-‘auql;!JG’:%/,:&‘&JL?U{/L;.{I&?C;L/:’JIJ
/?u%ﬁ-‘at’/ﬂi};r/,:uﬂgfﬁf,@/“JLn;uchﬂ:Ulfﬂf 12[:?‘4%7:@ Fu"*' Ul
i fia? Llst L3I

(For Payment of Interest) - ZEE

Interest on Calls—-in-Advance A/ C Dr

To Bank A/c

(Being Interest paid on Calls in Advance)

[ 5

or

(For Interest Due) &= s 1s1i2s (a)

Interest on Calls-in-Advance A/ C Dr et s

To Sundry shareholder’s A/ c e

(Being interest due on Calls in Advance)

Sundry Shareholder’s Ale Dr
To Bank A/ C 3 3 3k 3%

(Being interest paid on Calls in Advance)
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2 J&

2210057 <3224\ £ (Authorized Capital b o455 £ 2_5,2,00,0002 ;5

S5 End LS 71000 LF e & e Ve P 2,000L
SASFE P am b0, KT 25 o0 A B30 e

_.tfgd//bmﬂl;;l&ndﬂrcugh:wiiu(}/lei’/;/?Jj 1000 _JL@fL4Ln¢/;/¢
g/dji’@ﬂ'%lé.c)@hf’ﬂvglLbf100?{ftgjéﬁ&g%dgcéndﬂ/g/d/{d/&'jw
LL/@’/@//@)&d/(Calls—in—Advance) JK(,@‘_U(JJ;JU/}!J!/L&{.L)’J//IJUJVLJ(&

el S 280 2 Ut U i d{ L

(Solution) J’
euaf 2o Sl

Particular Amount Amount
Bank A/c Dr 22500

To Equity Share First Call A/ 20000

To Calls-in-Advance A/ ¢ 2500
(Being First Call money received with amount on 100 shares for
Final Call.)

(Glossary) J:/;/ 1.10

/u@gu””z:c‘_blgt/ﬁﬁ/u/zi&fuﬁu?c‘_.,{u;uﬁur"/.uu'::(Shares)u“? 1

e

Jlﬁ(@@édb’

L Z‘Lul)!kc(f:/‘f 0 bl T S UL 7 L1 (Shareholder) UL 2

e b2 AT L L

MSs72 S r g e e Ll bl P7 b b 2 (Bquity Shares) 22 (£ 3
e b TE G 3 s sl sl 3 T = G et
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ujZ_nu“?z:JLﬁ/lé[j{u‘Qt’lquW&?]/,/),’l;& {(Preference Shares) ‘fi(f')}' 4
o b 23 AT F ke v T et

(Model Examination Questions) < Ul L}g".’d’; I.11

(Objective Answer Type Questions) Uiy lpé:al:lﬁd.' >

B P Yy ST

L S Sl G Jrersidia 2

e bl el VYU 12 o o A S 3
e bbb L £ &/ (Sharcholder) Wil 4
B S = F oL s

A2
5405 () (@) b 7 F(B) e () Solnr (1)

(Short Answers Type Questions) e lirS laéc«l:li. /‘:;

Jlerbd 7

Sl esimat IS 2
ST P (Yl
?‘at‘nu’ﬁgfd{ AL FP 4
S A LU Sesine s
S A LJed s 6

(long Answers Type Questions) =S lvéa@lﬁd,’,)’
e e EdE R Lk e A S 20 PTG 150002 21 1
12000 :’/G{J?L;Q/’Jﬁfjful S 9308 :.&?_,134JK&4‘;;/34MU¢ <’%;/24:¢/1f/)

uéjw@",{;z_truf’//gﬁ)w/;'iu@gu””ﬂd/ﬂrmnuj/ndfruf"?ﬂéiu‘j
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ACalls-in-Arrear) G sy € S0 Eid £ 68 Tmm & P2 4000 L7 L
S Sa Ll LS5k,

22,100 {7 <5224\ £ (Authorized CapitaD b 7045057 £ &3 100,000 72 2
P EnS R LS A 800 “Aéﬂﬁfr;ng{.‘LKgﬁju:le,ooo L
o P e 25 L J6F AT B30 et r? bams 25 pertion s
Jror e ses el 1§ et $n ;71000 - Sbdlgdstenfe SHPEHE
Luu‘”1ooiffl.f“u?z)&i.,eug:dﬁdﬂrf“/d/gd’ffrwm-tfgﬂwufml@n
F S S o S A LIE s P L 7
el S 280 2 AU ¥ L Lo Sgd ol S(Cals-in-Advance) JK

ko B LI IS 3

S e AL L el aSE L AP 4

GlerlsSes S, LA EFE AL St 5

(Suggested Books for Further Readings) uﬁ’m;//f"“i Za UI//&/ 1.12

1. Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan Chand & Sons.

2. Advanced Accountancy - Shukla and Grewal, S. Chand & Co.
3. Accountancy-III — Tulasian, Tata McGraw Hill Co.
4. Advance corporate accounting— B Krishna Rao, S. Krishnaih gaud, K. Sreelatha Reddy

5. Advance corporate accounting— B Krishna Rao, S. Krishnaih gaud, K. Sreelatha Reddy.
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(Issue of Shares at Par and at Premium)

Introduction

Objectives

Meaning of Issue of Share

Steps Involved in Issue of Shares
Accounting Treatment of Shares
Issue of Shares at Par

Full, Under and Over Subscription
Issue of Shares at Premium
Utilisation of Share Premium
Accounting Treatment

Practical Question and their Answers
Glossary

Model Examination Questions

Suggested Books for Further Readings
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(Introduction) /gf‘/ 2.0

er® (Meaning) & £ U1 (Share) 27 & udd T or d &5 b op
(Types of Share (L3 $ o £ 7 s (Importance) e « (Nature) e 9(Characteristics)
LA L L;guk{u‘?{u/gt/Jw?u’fdéﬁéu)@»ﬂ'%uf _La?:;dz‘ﬁuiz_/QLCapital)
LL/d/lg/gfj/?(é/?md,wc;@/"/t'f{fﬁu??,b’,t’uﬁémw.’,u_%tﬁ;uu/ﬁ,{u
LS L e AR L Ly B P A e e B e T s
LU S AL g i G L

(Objectives) 49> 2.1

VSR I
_ZJﬁCm{J/@uﬁuJL‘«wﬂﬁfﬂ.{T .
B Ee LS AU U il P S S G L T e
LT cbolitf 2 L& Ty ft N L 7T e
LFLESLSLE S PPk BT
TN PS' 7B Dty VAP Dl o - P

(Meaning of Issue of Shares) L‘j’” Zizl LUEJ 2.2

S ramebriibShomen§it, L LF F &Sl T Pyy
e WS PP L 3PP ol L2 g el e 2
~ (Instalments) LL:"!:,&L«TUUMZ:.:«A_{ILL’QLan/’dhénc}”k&.i/ﬁ/d/ﬂuy;{f{-g
(t:c (Application Money) f“/d/c.w‘!i'u c.!@/Ji/}lc{_(}lgJGZJVL&/‘,&/)M#-@&/OZ
(First JK&/»:JKJ%/LJW&,M:(:‘.H? L“’/ﬁ“/d/ﬂ)ﬂ.;)/“ (Allotment) ﬁﬁfd/»m"_t’lg o
T b 3% St a8 21 (Final CalDZ 3§47 659 e tlfs #5Call, Second Call etc.)
e S I P 1801, (Shares) P2 5L e
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/?({»/?m,»,m/fﬂ?fuﬁéwmgjw&:wﬁc/d/lg/?.w;’/,i/vrf‘4;,’,L»/J‘72’_uuy;f
Ly e e anl 7

LL&)’E/J/,L(FaCC Value) ddﬁWLle (Issue price) &géi/l(ffﬁu[&(w
(Face c‘é’:'dﬁlELu’ufﬂL&{Ji,e _Lal:’lglp?ﬂ(lssue at Par) L‘/d/lg/,:gi;wfgf'ﬁd“!}"
1# L6t (Issued at Premium) L‘/'/d/lg/?ﬁ/’/fdj?ujZ_lgédJlg4o;LJLValue)
K7L P L w5 ) 10 {7 N S e a0 237 L
/gfﬂuu}'{m“aﬁu10%&&”&0’4{5%&.5}6/»-@?7{(1%% at Par) 1.2/ g e (3l
-u,?é"i/(lssue at Premium) ’Z!Kf@%@ﬁﬂéﬂdﬁi;‘a&/&ﬁfuﬁﬁu12

(Steps Involved in Issue of Shares) D] J@Uﬁ'f‘ Lgf'd 2.3

wd;'@)fz%y@r:ﬁuﬁJ’!/ﬂ!uf/?ubdﬁk%ffﬁ'Zlﬁaf‘?
(Issue of Prospectus) w(ﬁf i, ®
ui';mﬁ{cfv{'fba,ﬁtah.{f“iLﬂfuig:u?_%&/u’/tguiéfu?/ﬂf‘&?éqg}{
LL/@@J"J&MWJ’&Q@L&futu;_+¢/,/J,L/¢ Lo S hfet e 3T
_‘L&ﬂyuﬁ(f Ry Iyl f“ se(Investors) Us/E b~ < sl biis?s 101 2
(Receiving of Applications) $ssSUs15s @
L&‘{ %6 (Prospective Investors) £~ ¢ Jee tb UG J,Qf Iz S (Public) =
u"”/JV@J,J’;ZLuuﬁJié;/u?jvéﬁ“/é/w;i’udyo,u;zémmKL/¢1/Q’/J1{JJ
oo B s as o L uss 120‘;6/L~J¢zu£u—‘4~714/&{.w"¢/fu
i e S F e (300 et Ll SN EF e (s e
J_»,/uiu;u,lc‘_&»{.;ug?uzié/djlg_uf"wJu“ﬂd’{hc‘_&’uﬂtuﬁé_/dﬂ,;umL.w.
_JL‘/?&/'/JAJ/UKMAL«/!?JUI!LU}B13056/?&2!&%!/’2/
(Allotment of Shares) &5 § 77 o
cu;’f‘.ﬁu(u‘ﬂx.’{éié_ﬁ/g/u%u&iﬁfm{d{?m‘;(}lgngf'b ;/,!‘b‘[]'{fd"fu}
SIS N QSR P S Lanin Eond i P uy;f,‘g&cfauﬁiﬁl”'
(Letters b5 £ 25 £ 1o Je S S P2 S iverdnee tolf KRS A7
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Z.lgcf’?bﬁbccazjyuﬁ;i‘LJ@JﬂﬂﬂJW/UKMJquJ:&/;i: u,?Z_lgcfﬁofAllotment)
_‘LVTU:}}?}M;V'//@A'}’JUL:».«g’UL/‘/JLdé‘jkuﬂﬂ/}l&{é;@ﬂyidjéﬂ)gd/f?-w
(Procedure of Issue of Shares) JKJ,}K‘Z!LJ)

A "L‘L!/, d/u"ﬂ - (Par value) ufd,w u(gf"?(Face Value) ::,&} gﬁ’ d/‘f}7
G’Z’r é LS djlau‘/ e Llp(f{ < (Denomination of Share) rL‘L:fJLQ(Nominal Value)
L1 ST 50 817255 1 (Companies Act, 2013) 261 3 & = 3/ $ra § 6 30 5%
(Issue at /,:é/,:k (Issue at Par) 4 d/,!/.;"ggfﬂiG{u/-bal:‘tyg&;’fu;ld;ﬁ(éu’L(SEBI)

_ulegéu’/lg (Issue at Discount) £ 2*3€-3( Premium)
(Issue price)e=s 00/ § o d/waeéat’lg tb o £/ (Issue at Par) Sl Sl d 7
JJ'W&LS{UH;,«%-‘Q&n/J/,JchC (Nominal value) /ﬁ"L‘L!/,JUI&lb/‘LLﬂ/}M!/“JPJ
JJ'W&&%J}"LV@ L (Premium) ff:/,::’?/&Dl;ulegéd/lg/,:a:LJc;(Face value)
LSt 1047 o - tblf (Discount) K35 sS e ATt b LSl 4f b
(Different Stages) J’l/.ﬁ:’; (Share Capital of Company) - ~ Kﬁ(&@di&ﬁ&@ﬁ@kdjflg
u"'ﬂ < C%gfc" e (Payable Instalments)u;bﬁ UZ: 3] JG’ < (Different Ways) U /’ ¥

:u?i}@/)%)ﬁéé_/d/lg
(Issue of Shares for Consideration other than Cash)/.Z lKu‘j patle £ 35 (A)

(Issue of Shares for Cash) lilggf’ié L5 (B)
(c’l/'c._)}u(wuu»&r?é&{f@romoters) J/”/;/?LJ’.'J/;,G’,!J"J: !Z!gﬂuwéﬁj (A)
+# ¢t (Issue Price) =3 &1z uru’ﬂ O/ é /e (Shares) u’ﬂ u Ll el

:LL(}@JZ/}'J]df’gfﬂ/ﬂ%&kﬁ&(]}ebit) <34 (Goodwill Account) 4

Goodwill A/C Dr s %

To Share Capital Alc

(Being issue of Shares to the promoters of Company)

&K“iZ:(ﬁ/bl/(Creditors)u?ﬁﬂu“/’.gdﬂ,gjJ(Fixed assets) u?b!ﬂu’kﬂu{‘frﬁ
_ﬁ;(}ﬂ/j}/(Creditors) u?M;u’/“/ (Vendors) ugﬁ‘/&afﬂ‘%ll.,gﬁﬁo;?ujujjﬁ

32



(Issue of Shares lZ!l{u‘}?uU& ziﬁiu‘augguf&mﬁi L»Lu’_b/u:f&,@ﬂf”

= Lg&lgd/uﬁ:l;l&/d/@f?;;!%&@déjd/&:&ug:/?/? Z:J@_‘at’lglffor Consideration)

(Journal B/ £16ci 7 J:wa Ldﬂ,g]' d/ujb"l 40;,‘;%/ (5:’/@" (Machinery) d/'-::'”r(Building)
Enfitn entry)

Assets A/ C Dr
To Vendor’s/ Creditor’s A/ C

(Being Assets used for Issuing Shares)

Vendor’s/ Creditor’s A/ C Dr
To Share Capital Alc

(Being Issue of Shares against Assets)

(Issue of Shares for Cash) 1.216*° & Z i (B)
G IR o a3 LSS AT e Lo L LB b
-98/64/}5/)2912/5%&/%-‘4

(Accounting Treatment) Jf b/.f"iﬁﬁ 2.4

(On Application) /,:.:/lf/) 24.1

(Transfer) ¥ # 2 WL 2 et p ok o2 72 e Qo St 20,57
gl J_:”((Separate accounts) ffl(l u';i/"]! “i L L3, 4 Ju’&l I d/d}z”:('zl:’-‘a bl
U ibowe LS Ut 25 L ad 1f i s 1L (Application) et 5
:?nd:’@u@u,&'lK4_4Zuﬁé’ul_§,glgél/§
(On Receipt of Application money) /,,J_ndr’rf“ JJ =195 (a)
Eundstnstla eSS Jr":f“ 1L e $

Bank A/ C Dr s e e

To Share Application Ale

(Being Application money received on Shares.)
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(On Allotment of Shares) 4 (BP) 2Ly J‘fi(b)
JGT{‘;D//K&’?L&}Q‘JWJ}{//BLG{‘MLL%J}“}”MU;/)%_ Lgf/?/llz_/,d’)u/?"
Vebarstnd Luimi-e QoS P Ut et o Filanpn g BAS7 S

=tk

Share Application A/c Dr

To Share Capital Ale

(Being application money transferred to share capital ND)

-Lab‘no,ybfv{!uyuL:uj%uiﬂ’g&{_,lﬁugﬂjul?mu!gj{._)b/(ﬂﬁd/u“ﬂ

L UL D AF e Qe nPod s 0 E 2 (On Allotmentg B7 2.4.2
it Lt P L S hts e P25 uy;f_+3cfgtuﬁiﬁw¢ﬂﬁ SAZ Ll S
:LLb‘kgLﬁJ/JfK(Allotment) ﬂ}'ﬂ"d/u"i/fu’“L&/ﬂ)Jgfﬂ

(Allotment money due) ngnbﬂlu,ﬁebf /J A <=2 (a)

Share Allotment A/ c Dr e s 3¢

To Share Capital A/C e 3 Ve

(Being Share Allotment money due)

(on Receiving Allotment Money) ‘Laﬂdr’r‘ f Jd/ U‘i{,«? -4 (b)

Bank A/ C Dr sk e e e
To Share Allotment A/ c st 3 %

(Being allotment money received)

(On Cans)/,‘ﬁ'wlﬁl 243
FEPZ il P 2t (Fully paid-up) o4 151 F ¥ P (Call Money) (&b 531
ui‘.wfJLn;o;/J/?/)J“(KJJJJ?{"JﬂﬂJu“i_ugéﬁ;m;/ﬂuﬁé./Jﬂaﬁ“/
::5}(@?:!;!Ju{wk&'ladfu(u@ggfﬂfg;douﬂ{,_i;zgﬂU{,’KL/JK“JJJ/?J’J/J}{/’S
_u;zﬁ;;,ké'ugz_wziufww_’;tgp;;uﬁuﬁéfu?/st{u’u,iugy/&gﬁ:},&z;Lu‘ﬂ
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Wit 28 r-eebsf wbie 48 25 L(Face value) =36 r6 U7 F1 53 5T U
_%gtn,ﬁ,%u{;ﬂ:@yﬂédw

(U5 Ll J“Léndﬂyﬁnwl‘L[}l;fl.ﬁ“u?&wwi_,e

(For Call Amount due) ,ALF 2SS bsl3i (a)

Share Call A/ C Dr

To Share Capital Ale

(Being call money due on shares)

(on Receiving Call amount) /,.,L/ dr’;; JJ U’J LsL31 (b)

Bank A/c Dr

To Share Call A/c

(Being call money received)

L Zgigl ol 53 U 2360 JK//'.‘.: (Identity of the Call made) Lﬁ@ﬁ&@d/uj‘wblﬁ!
et e (First Cal) G b3 F b LU e S P S n £ ST i (P
W/(Share Second Call Account) </ e 5 d/ UJ bLiy /ur? ngt«f(Share First Call Account)
Lo L Lo LJEE W L F i 2GS AT S B U el LIk K2t
,:/’7/;1 nggbf(Second and Final call)'u’]”(/:ld/u'a’?cru{lbbﬁdi"l’u{lbbﬁd/»jlr/?/?
JWJ/CL—UQU);:/-KLL?W/(Third and Final call) $A7 s/ § & | ?c‘_b)'df.fu{wbﬁdﬁ:
S b3 AT s b3 08 U sre 1 bW S U LI S L1 2 SF Ut £ B
£ ngbf(First and Final call)

(Issue of Shares at Par) L’/d/lg/?&gdﬂ.—»‘fuaﬁz.S
1J8
L PoE s, 7 & LA 100000 L2 51052020 1 i s e

4

Y &2;_5/4/7 (Application) w155
_J’ﬂ &‘%;/44 (Allotment) 224 Ui
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_u‘jéé.:_uZ/? (First and Final Call) u‘flbbl,:"l
“SeebuaS 2t un S aBC

(Solution) J
eltbf 2 Ul 5 det
Journal Entry in the Books of ABC Ltd.
Date | Particulars LF [Dr.QR) |C.®

Bank A/c Dr. 400000

To Share Application A/c 400000
(Being application money received on 100000
shares @ Rs 4 per share.)
Share Application A/c Dr. 400000

To Share Capital A/c 400000
(Being Share Application money transferred to
Share capital Ale)
Share Allotment A/c Dr. 400000

To Share Capital A/c 400000
(Being share allotment money due on 100000
shares @ Rs. 4 per share)
Bank A/c Dr. 400000

To Share Allotment A/c 400000
(Being allotment money received on 100000
shares @ Rs 4 per share.)
Share First & Final Call A/c Dr. 200000

To Share Capital A/c 200000
(Being call money due on 100000 shares @ Rs. 2
per share)
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Bank A/c Dr. 200000
To Share First & Final Call A/c 200000

(Being Call money received on 100000 shares @

Rs 2 per share.)

L}'}VWKJI;"L@JJW!LWIJydﬁ/ﬁJgujénuj»ﬁ}'gd;b«wf’ig)ﬁl:éj
_‘LLJLH

AT P FA e

oSl s 7 P LU S8 e (SIS Sl PP L L b
6}@11/1/'(:L‘n‘_)'ﬁl:go/li.uéLﬂul?u}&/ﬂ!}uﬁ/%é’.éLrlf/f?@i&g/?e_‘g
IS o DI e et el

(Full Subscription) s J’{ 2.6.1
t@gf&iaﬁdﬂ,féu?+éﬁdﬂrwui/; 4145&‘754&?/"#4/516{¢
JL«LUJU”JJ[{!%f)ﬂo/fﬁﬁc?ﬂﬁhé!ilédd;vLu‘i@uxluf.’.jtjuuf;uﬂu’t_‘a

&S
G vt n s Jror G131 En S ST oS sl S HE o
(Over Subscription) 04522241 () (Under Subscription) 03¢ (2)

(Under Subscription) %5 41/ o2 Jrs¢ 2.6.2

Uresr E15 0l Lot e P2 EL 805 25 L (Subseription) s S F 2
t/ufva&UQ@u’(‘;LiiLﬂ;ﬁf&fuﬁg//u’t_+t@%ﬂglﬁ/ktﬁ21L‘fﬂ}":uj&n
F Lpp Lo L Sfo L AP PP gt 6 L P L virsat$ s g Sl by
Jrerr 150 79000007 e A S 15 PSP ST 100000 L Losz f 18 L
_Zuﬂgé@ﬂu’fgtgm&wimmqfé_w/ﬂﬁd/fﬂ%ooo SISl
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(Over Subscription) u?:}‘“ ot | w”J:‘u’U 2.6.3
Lgf”]a;pc;nﬂ‘ﬁf‘?éf{:ﬁv‘/ﬂfaﬂLu;/ugf/”/;wx"”g/wd;w"u?mru
e P L L e E S e T S (s (Applications) (1552

wz_n?t;v;_augﬂJs@»u’géﬁf{:uﬁwﬂuﬂ“iw_sg/ufu”iﬂfﬁ
_‘LGC//)}//?J}J{:O/UF“U"/;;;!"ésﬁ/’/ﬂb/vﬂbyfuz’p’jﬂm{(}{ 1
_LLG‘C/(Pro-Rata Allotment)ﬂ}gq’lf JJJIUKM)W(V“U:( 2
-‘Lé’//v/}brlﬁﬁf%‘s‘c S (Combination) J 2TSUE A, Udnil osxrUld .3
(ﬁl;J F 2 Uulf e AP 1
Kkt P i sl o 3 SReject) s { usisn i, S5 L L B d L
FEUrse kst F ol e I-etb e (Letter of rejection) &3, 2+ {(Applicants)
%ngi{@bﬂji@»uﬁazﬂ&!-‘agjlgd;/ﬁ!%uﬁg}{uﬁ (Application Money) g/u(o/!fu

Share Application Alc Dr

To Bank A/c

(Being Application money refunded on rejected A pplication)

SIP BN e Fna ity BT 2
:/ifu;:ujilgéu%ﬁW&)lﬂf;‘_w!f/; LZuf (Applicants) € £os et #1302
:KL@&[@W!JQQJuﬁa/ﬂ&c-%gﬁtgd/dw;“&LﬁmJﬂdeﬁ“/dw}f&ﬂ’

Share Application Alc Dr.

To Share Allotment A/ C

(Being excess Application money adjusted against allotment money due)

(}DI(:fyu((‘f/?w!?u/'/){/’iﬁ”m"_(z)ajlgld/u’l (Articles ofAssociation)u‘é'b/Tlﬂf{/’?:ﬂt'
ST KLU T e S 2 S UL e 4 b £ (Calls-in-Advance) S U1 B S 7
:?ngk@;%}’d}@uébﬂygu‘lm:Z_lg.lf((Adjustment)
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Share Application Alc  Dr

To Calls-in-Advance A/ C

(Being Surplus Application money transferred to Calls-in-Advance Account)

2 J&

UL G100l L‘ﬁﬁ“/ﬂﬁ_ (Meezan Co. Ltd.) 24 3% i
331 s i1 st 7 B30 42010 P7 §n30 et 0 2 S P B S UP720000
P 5000- s U180 £ P 30000-E Ein ks A7 B ei20-20400 LS
Jﬂo;/f}/gﬂmutﬁ'ﬂ@@-&%}/ﬁuﬁ“/Jwﬁiﬂmuffd;/;}//,/;bdfuﬁiﬂd/
JJJL}P-Q@VM,@;g:ﬁ“/um¢1,4M01/21iniudwJumt-ég;/flﬁ
oS 2ol Sl e FASE Jr?s Bl

(Solution) J’
L6 S 2 s S e
Journal Entries in the Books of Meezan Co. Itd.
Date | Particulars LF |Dr.(® Cr.®
Bank A/c Dr 900000
To Share Application A/c 900000
(Being application money received on 30000 shares @ Rs
30 per share.)
Share Application A/ c Dr 900000
To Share Capital A/ ¢ 600000
To Bank A/c 150000
To Share Allotment A/c 150000
(Being Application money for 20000 shares transferred to
share capital, money on 5000 shares were refunded and re-
maining 5000 shares money were adjusted towards sum due
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on allotment)

Share Allotment A/ Dr 600000

To Share Capital A/c 600000
(Being Share Allotment money due)
Bank A/c Dr 450000

To Share Allotment A/ ¢ 450000
(Being allotment money received on 20000 shares @ Rs 30
per share and settlement of advance money received with
application)
Share First Call A/ c Dr 400000

To Share Capital A/ c 400000
(Being First Call money due on 20000 shares @ Rs. 20 per
share)
Bank A/c Dr 400000

To Share First Call A/c 400000
(Being First Call money received)
Share Final Call A/ ¢ Dr 400000

To Share Capital A/c 400000
(Being Final Call money due on 20000 shares @ Rs. 20 per
share)
Bank A/c Dr 400000

To Share Final Call A/c 400000

(Being Final Call money received on 20000 Shares)
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(Issue of Shares at Premium) 1.7/ Kgﬁﬂ/?(::/? 2.7

I F oo 3% 35 2 3 L7805 £2013 (Companies Act) 2512
12008 e &310d P77 ey sb Lo o b 1m6 7 Lot Fee UGl b
K L 212167 Tt b LS Ui s

LJ/J&QJQVK?./&/?_‘L&/C'Z'KW’%'/?K:‘/‘/.:J&JBJL}?(?/?J}JLL}{VQ
P L bl U b b o€ e (L AL LI et
e b A LG ok oS 8 At B L it ookt P
ol P e b e b Ll 2 2 2 oibiote S s s b £t
e L s L (Reserve & Surplus)' 7 31 117, o § "elatis & Lo e uﬁf sle
1

o b
(Utilisation of Securities Premium) J R ((.{ 4 }:/);g/ 2.8

-LLO:lg'L‘f“ALMU:‘J,},?/,WJ/’JW'KRO/J%/?:&WLS2Q;§£<2O13&6’/.:{
L LSS u"zo}»m/wa = * (Un-issued Shares) 2% o /5b 4 L5 1
A& 18 (Preliminary expenses) bt AL £ 2
A g 1L S LE S E S S E S I E L
(Paying Premium on the redemption of U (21 § Ly Enduis P E L 4

Preference Shares or Debentures)
(Buy-Back of Own Shares) U£(/14 S ! L# s
S I S5 N e IR urS e LSS Sy
_é;_tg&ﬂ;’&,zia/wﬂd/ “~4¢’?:§_tﬁ;’(§47315§’jv£u?
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(Accounting Treatment) (/4 I L53612.9

_LL&bJJXVLg/leiA;/J&/“J 1

Bank A/c Dr
To Share Application Alc
(Being Application money received on Shares including

Premium)

Share Application Ale Dr
To Share Capital Ale
To Share Premium A/ c
(Being Application money transferred to Share capital and

Securities Premium A/ c.)

-%Glg‘fb’ilzéﬂ o)/ﬂﬁt}/‘fﬂ;/d/ﬁ/,yz 2

(When Premium amount collected along with Allotment money)

(When Allotment money due) -‘LGlgnb!Jl..,sz J(,( ] - €))

Share Allotment A/c Dr s %
To Share Capital Ale
To Share Premium A/ ¢

(Being share Allotment money due on shares including premium)

(When Allotment money is received) _‘Landr"y‘f /d/ o - Gb

Bank A/ C Dr ek

To Share Allotment A/ C

(Being Allotment money received including Premium)
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-4.8@{!.3@4:04%&’!;4}?:54@ 3

(When Premium amount called with Call money)
..g:.(}nbmb’«ebibfﬁﬁ/,f/J(j!lbblf:"h,«e

(For Call amount due with amount of Premium)

Share Call A/c Dr
To Share Capital Ale

To Securities Premium A/ C

(Being call money due on shares along with premium)

—e JedUrsf SEBUIIA L oy

(On receiving call amount with premium)

Bank A/c Dr
To Share Call A/c

(Being Call money received along with Premium)

Uzl et 2.10

:3 J&

Jﬁl;ld/@céd/lg/vﬁ/vé‘%u 2 P75 k125,000 5%;/10Lﬁ)6{ﬁ.
B b S AT FEC L UrD 7 B o5 gt PP B s fontF e
L

e U J{J’?_é’@ﬂﬂr@ s H“/ ol /;ufég!ﬁ“4/k J"(u’j &£
Skl
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CLitbS 2t Sl

Journal Entries in the Books of National Company

(Solution) J'

Date Particulars LF.| Amount Amount
Bank A/c Dr 1,25,000
To Equity Share Application A/ ¢ 1,25,000
(Application money received on 25000 shares @ Rs
5/ Share).
Equity Share Application A/c Dr 1,25,000
To Equity Share Capital Ale 1,25,000
(Application money transfer to Share Capital Account)
Equity Share Allotment Ale Dr 1,25,000
To Equity Share Capital Alc
To Share Premium A/ c
75,000
(Amount due on allotment of 25,000 shares @ Rs. 5 per
50,000
share including premium)
Bank A/ ¢ Dr 1,25,000
To Equity Share Allotment Ale 1,25,000
(Allotment Money received with Premium)
Equity Share First and Final Call Ale Dr 50,000
To Equity Share Capital A/ 50,000
(First & final call money due on 25000 shares @ Rs. 2 per
share)
Bank A/ ¢ Dr 50,000
To Equity Share First & Final Call Ale 50,000

(First and Final Call money received on Shares)
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4 Jé
8 st gt $0 i LSl o b poir 4 5 48 100P7 500000 L e 210 22l e
155 £P7450000 -7 3 2 4 3SATl (g LU DPT S o 6 g2 (7
S P TS _dsedson ;3;/,(“ steFEes2 s (Applicants) st AP i s

S ebsi Sz
(Solution)d’
(Journal Entries in the Books of Tycoon Itd)
i 2t S 2l
Date | Particulars LF | Dr.(® Cr. ®)
Bank A/c Dr 18,00,000
To Share Application A/c 18,00,000
(Being Application received on 450000 shares @ Rs 4
per share.)
Share Application A/ c Dr 18,00,000
To Share Capital A/c 18,00,000
(Being Share Application money transferred to Share
Capital Account)
Share Allotment A/c Dr 27,00,000
To Share Capital A/c 18,00,000
To Securities Premium A/ 9,00,000
(Being share allotment money due on 450000 shares @
Rs. 6 including amount of premium @ Rs 2 per share)
Bank A/c Dr 27,00,000
To Share Allotment A/c 27,00,000
(Being Share Allotment money received)
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Share Final Call A/c Dr
To Share Capital Alc
(Being Call money due on 450000 shares @ Rs. 2 per

share)

9,00,000
9,00,000

Bank A/c Dr

To Share Final Call A/ C

(Being call money received)

9,00,000

9,00,000

:5 Jee

L 1100 & <32, FL L (Authorised Capital) Z-L~ 3¢ £ 2,40,00,000 22

B Pt Lo 4t & 202§ 25000 F e U= Ut P 40,000
LIEFTMG o 5020 LK SEEE L U5 335 4ot e i85 ot 30 (s 80
30000 4121 L A7 L il FES U g ) EP7 L en S 27 il PP a0
Sz oS u’{ 2oL e L (Write-off) sl = o3l i, Eanar: L 1L

e Sz oS o

(Journal Entry in the Books of Amaan Ltd.)

-é@l/ii
(Solution) J’

Date

Particulars

L.F

Dr. ®) Ccr. @

Bank A/c Dr
To Share Application Alc
(Being application money received on 25000 shares @

Rs 45 per share.)

11,25,000

11,25,000

Share Application Ale Dr

To Share Capital Ale

(Being Share Application money transferred to Share

11,25,000
11,25,000
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Capital IND)

Share Allotment A/ c Dr 8,75,000
To Share Capital A/c 3,75,000
To Share Premium A/ c 5,00,000
(Being Share Allotment money due on 25000 shares @
Rs. 35 including amount of Premium @ Rs 20 per share)
Bank A/c Dr 8,75,000
To Share Allotment A/c 8,75,000
(Being Allotment money received)
Share First Call A/c Dr 5,00,000
To Share Capital A/c 5,00,000
(Being First Call money due on 25000 shares @ Rs. 20
per share)
Bank A/c Dr 5,00,000
To Share First Call A/c 5,00,000
(Being First Call money received)
Share Second & Final call A/ c Dr 5,00,000
To Share Capital A/c 5,00,000
(Being Second and Final Call money due on 25000
shares @ Rs. 20 per share)
Bank A/c Dr 5,00,000
To Share Second & Final Call A/c 5,00,000
(Being Second & Final call money received)
Share Issue Expenses Ale Dr 30,000
To Bank A/c 30,000
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Being expenses incurred on Issue of Shares)

Share Premium A/ c Dr 30,000
To Share Issue Expenses Alc 30,000
(Being Securities Premium account were used for writ-
ing off share issue expenses)
(Glossary) w@) 2.11
uﬁJ!-‘a,»L'af)u{leéLTuﬁ;mi@{é ﬁ(!fu’ﬁ%/!/’ :(Prospectus) u—“é{‘{. 1
gf/%ufe)LL/J’WZLUMK,L/;?/,;glﬁﬁgu/“é;fih;,u"”fuﬁg/gég}{
-t
/u%u&ju“fw' 4/“&7&&}“,}‘1’”6(@ (Allotment of Shares) u‘i)'yd/‘fi 2

-‘aﬁcfﬂﬂJffugM)wli/)MéLﬁ/g

u.‘.;!f/;“i Lol f/c;gfjéé&:’/ﬂffd“fw (Under Subscription) uf"d:‘)({ 3

B A P e et S
“& L ‘fﬂupr_;uﬁ JWZ%J:"/(I/ u’f/w (Over Subscription) s4* Jrs 41
-ujLUv;’/b.f”k/ulJ/?uﬁdlacuﬂui;c‘-&/vﬂ}”u%li'u

/‘:agﬂja,og 6/}“’ d/ut !Zig‘f’ﬂb.«% (Issue of Shares at Premium) 1.2/ Ku“74f.f;4 .

KT g e vl

(Model Examination Questions) < Uls* J6*29 2,12

(Objective Answer Type Questions) =S béoyzu" el

"éu‘? vf’(f{ 1

e FI bt S PSSk 2

L’;LL(E/J/)U%U”J}“&LJ’EU)&JLWU/U%‘%Lﬁk&:/y% 3
—e bl
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> LLLF bl a
/ﬁ/duld/c_u1Oﬂdféd/d/la/u‘}764_5/60u‘/74’:c_}/504‘_luf.f!
-‘Lt“tglfd‘“uﬁw%

HCY Y4
L ()06 (4) F o ) U () 5+ (1)
(Short Answer Type Questions) S laﬁ:,[.lﬁ /‘7"
_Q.‘/'/wwﬁu((Steps involved) J’/ﬁd’lﬁdﬁlilﬁfﬂ .1
S zolosf (Procedure) Kz f L1zl 7 2
ez /= (Securities Premium) 561 (f:/,:)‘.f’n;..(’?«!’ 3

?ujﬁdgvfcf]o)//dzlg/?ogd)u 4
9, = ARV V-

(long Answer Type Questions) =iy lvécaylﬁd,’,)’

cpmie i Ed 2 Lok G5 30,000 L & 5100L ) rdded soT 1
(First and Final J§U AT s $% 1 & 2,50 ; (Allotment) &1 &30, (Application)
Jatu i L LL/L@/@@QU!_&FJJ#,:,&)ééﬁ“/(ﬁ-’%uzo/,cau)
Sl lolisl

SP LSl el L7 311007720000 £ 0 F Sen100i ik oz p /i 2
(First 305 £ sz /40 24 01230 (Application) et #rief 5
A Lndser S50 PP 24000-2,20., (Final Call) b3 6.5 25,20 4 Call)
Fogutd 0§ S S L s Sy 74000 £ L AP 720,000
I st S ol _FSSUses

e ngl Sloel FLPT Bes10L LSasid ¥ 72000051 4 F 45 3
S b LIS P § o4 4 (Allotment) P« § o4 (Application)
s U515 5l £ 720000425 <& 131012l 1.5 (§ i (First and Second Call)
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,,zurﬁ@ﬁ%tﬁtpwld,m}i;ﬁ_g;/fiﬁ u"ﬂ.@/ufm uliu(ﬁL&{:Ufn
LS 2 oS d[u:f ndﬂr(" sl
S o U K“ /di,é.ﬂdﬂr4¢;5tﬁf§4f/);§’&w£2013&6}5{ 4
(Under =2 (sl (Over Subscription) 5w « (Full Subscription) s 5
S5 F LUl s L Subscription)

(Suggested Books for Further Readings) ufm;//,,f““é Za W/f;] 2.13

1. Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, (S. Chand & Sons.)

2. Advanced Accountancy - Shukla and Grewal, (S. Chand & Co.)

3. Advanced Accountancy (Vol-II) - S. N. Maheshwari & V. L. Maheswari, (Vikas publication)
4. Accountancy—III — Tulasian, (Tata McGraw Hill Co.)

5. Accountancy-III - S.P. Jain & K.L Narang, (Kalyani Publishers)

6. Advance corporate accounting— B Krishna Rao, S. Krishnaih gaud, K. Sreelatha Reddy.
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267 e -3 3¢

(Issue of Shares at Discount)

121 Z

Introduction &7 3.0
Objectives #B 3.1
Meaning of Issuing of Shares at Discount L}’)z:!iil(f]/?;d?f 3.2
Conditions for Issuing at Discount L /"J L/ u’/lau"i 4 <2 33
Issue of Sweat Equity Shares lZlKu"iCi:gux,,r 3.4
Conditions for Issue of Sweat Equity Shares Ml/:'u(lﬂz:ﬂ&:giqr 3.5
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To Share Capital Ale

(Being the Allotment money due)
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Dr
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Bank A/c

To Share Allotment A/ C
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To Equity Share Capital (Sweat Equity) Account

(Being Sweat Equity Shares are issued at par for technical know-how)

(Disclosure in the Balance-sheet) n_JL:(’ uif d’w"’: J*‘L‘( 3.7

d@j-?&&.liv"/éL.;L?uf'lu:3d,gﬁ£2013&6z%{.§.uu%dt PRSIV Py
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(4 u( s uﬁ{ u’( _é;_tgwguf;.:} L (Other Non-Current Assets/ Other Current Assets) JI5*
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To Discount on Issue of Shares
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(Issue of Shares at Discount) !Zlﬁfj{,&ﬁf 1Je

Euiks s piir 2L 5de 71000008 &ss10 428 (10722018 L 22

Nt PR DRSSP0 ol PP ST Y.
-u:/c«lab,&lJ]d/)/‘u:U}’Cfd/d‘[‘(?@/dr’ﬁgz/nuaiﬂ;u'Zéd'pﬂrwzéﬁ'

(Solution) J’
it S 2t S s
Journal Entry in the Books of Anzal Itd.
Date | Particular Amount | Amount
Bank Account Dr 400000
To Share Application Account 400000
(Being Application money received on 100000 shares @ 4 per
share)
Share Application Account Dr 400000
To Share Capital Account 400000
(Being Application money transferred to Share Capital Account
on Allotment of Shares)
Share Allotment Account Dr 500000
Discount on Issue of Shares Account Dr 100000
To Share Capital Account 600000
(Being Allotment money due 100000 shares @35 per Share)
Bank Account Dr 500000
To Share Allotment account 500000
(Being Allotment money received on 100000 Shares)
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2Je

JI‘LKMHU:UE}?/‘/"'SOOOOLZ;.UM)O S 3Ly L bU50 Jdis
(On =152 :‘gdj;'_,,/f:mmw/& -V e A ST e 12 K7 10000 L
(On £ 6 4L31 S ATl $Fe P 32,30 (On Allotment) 422411, #% § £_2,40 Application)
& Z 7120000 Urs 155 £ P2 15000 - 7S & 3/20First and Final Call)
B esior d U150 S w0t 2 Qs & L 1 7 100005 (Applicants) (€ #2 rl #.3
Sl el f 2o w0 ndﬂ}”(:cﬁ); /(L?_f i Jmﬁ“ el

(Solution) J’
c«lgluﬂ‘fi o LJ).’C'/J nd )
Journal Entries in the Books of Noor Ltd.
Date Particulars AmountR) | Amount (%)
Bank Account Dr 600000
To Share Application A/c 600000
(Being application money received on 15000
shares@ Rs 40/ share)
Share Application Account Dr 400000
To Share Capital A/c 400000
(Being Application money on 10000 shares @
40/ share transferred to Share capital Ac)
Share Application A/c ~ Dr 200000
To Share Allotment A/ 80000
To Bank A/c 120000
(Being Application money of 3000 shares returned
and amount of 2000 shares adjusted for sum due on
allotment)
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Share Allotment A/ ¢ Dr 300000
Discount on Issue of Shares A/c Dr 100000
To Share Capital A/ c 400000

(Being allotment money gets due)

Bank A/c Dr 220000
To Share Allotment A/ 220000
(Being allotment money received after adjusting

sums adjusted with application)

Share First & Final Call A/c Dr 200000
To Share Capital A/c 200000

(Being First and Final Call money due)

BankA/c Dr 200000
To Share First & Final Call A/c 200000
(Being First and Final Call money received on

10000 shares @ 20 Rs/share)

(Pro-Rata Allotment) d’a’j ] 5—4’6’3 9

et G et B P Lt S L I et br 4o Q2 Uil v
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LI X Ltd 4o Lo o 3T 2 ((Pro-rata Allotment) &2/ A3 £l et o o 2
Jrer 150l 2 7 80004!@@:98/ /e (Shares) * sooouynérui,m‘é‘svf
e AU G‘ﬁ//&jw/?;g% d/./l}'u/"ru.f e (Sl _ujén(Applications received)
el Sl e P58 e $rertind £ 7 8 L (Applicants) b ces et 525
L@MM@:ZL«LKZDUI_,%;,/?Mm<~,u,lJé/u’g'%ug{z_gﬂfa’_/uiu@xcess Money)
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Share Application Alc Dr

To Share Allotment A/ c

(Share Application money transferred to Share Allotment Account in

respect of received shares)

304502 P BT 100008 7 G100 £ of Sl sl o

3J6

_éﬁlﬂ&@c‘,gviﬂ&’%uZO{: LU d]’u’m&;;1%&9;;304&11’:%&’%,/
Pt 6 S b FE 15 E 72500 F ey S5 £ 7 15000
(Offered #~ 5./ Uit/ (Applicants) W€ 0t .5 31 - 2./ Ut 4§ (Application) w15
K“/“A Luég-y’gfwyu:ﬁ“mwg,,e;,/vﬂu:/ﬁ"/&wii»&wJuu,t-ﬁgjf_aw Shares)
Lheblaf 2o Sl o S e 8 b F S

(Solution) J’
it f 2t o
Journal Entries in the Books of Hassan Company Itd.
Date | Particulars LF [Dr.® |cr.®
Bank A/c Dr. 450000
To Share Application A/c 450000
(Being application money received on 15000 shares @
Rs 30 per share.)
Share Application A/c Dr. 450000
To Share Capital A/c 300000
ToBank A/c 75000
To Share Allotment A/ ¢ 75000
(Being Application money for 10000 shares transferred to
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Share capital, on 2500 shares were refunded and remain-

ing 2500 shares were adjusted towards sum due on Allot-

ment)
Share Allotment A/ ¢ Dr. 300000
To Share Capital A/c 300000
(Being Share Allotment money due)
Bank A/ ¢ Dr. 225000
To Share Allotment A/c 225000
(Being Allotment money received on 10000 shares @ Rs
30 per share and settlement of amount received with Ap-
plication in Advance)
Share First Call A/ c Dr. 200000
To Share Capital A/c 200000
(Being First Call money due on 10000 shares @ Rs. 20
per share)
Bank A/c Dr. 200000
To Share First Call A/ ¢ 200000
(Being First Call money received on 10000 shares @ X
20/ share)
Share Final Call A/c Dr. 200000
To Share Capital A/c 200000

(Being Final Call money due on 10000 shares @ Rs. 20

per share)
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Bank A/c

To Share Final Call A/c

20/ share)

(Being Final Call money received on 10000 shares @

Dr. 200000

200000

(Glossary) _,C‘/ 3.10
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(Suggested Books for Further Readings)df m)//“}{“i Lo brs »3.12

1. Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan Chand & Sons.
2. Advanced Accountancy - Shukla and Grewal, S. Chand & Co.

3. Advanced Accountancy (Vol-II) - S. N. Maheshwari & V. L. Maheswari, Vikas.

4. Accountancy—III — Tulasian, Tata McGraw Hill Co.

5. Accountancy-III - S.P. Jain & K.L Narang, Kalyani Publishers.

6. Advance corporate accounting— B Krishna Rao, S. Krishnaih gaud, K. Sreelatha Reddy.
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(Forfeiture and Re-Issue of Shares)
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(Accounting Treatment) J §_Ee361 4.4

SITUSU e L o e Sl P S U YUK L T e
e e 6B L LG 7 Ui i L eSS S S e uE
(Forfeiture of Shares Tssued at Par) ¢ JU* Gdog ok 4.4.1
(Journal Entry) GUsK ek 23t e S PP L S Gilrcn

W) S
Share Capital A/e (With Called up Amount) Dr
To Share Forfeiture A/ c (with Paid amount)
To Unpaid Calls Al (with unpaid Call amount) sk
(Being Forfeiture of Shares for Non-payment of Calls)
1Je

7842 it st nd5TT Bl 1P 200 L 183ULVE SR el A L F
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..u:/'/Z/UMJJ]%LL/%/@/[&/Jfﬂtzé/M

(Solution) J’

LS 2 TS FE

Journal Entry in the Books of Company
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Date Particulars Amount Amount

Share Capital Ac Dr 2800

To Share forfeiture Alc (200+9) 1800

To Share First Call A/c (200+3) 600

To Share final Call A/c (200+2) 400
(Being Forfeiture of 200 Share for non-payment
of First & final Call)

2Je

:u;ff uu}s/vﬂba;.?/wméwtﬂf” 100001003 it 4
23025 L K ATl 9ot 225 4 6 el 2020,4, 202 Wlel 3130 421 325
LJJ%:K“/JMU% P 500 LS i ot u§ 2 G $sernd £ A7 8000
e I ST A Tbn PP 5000 A5 Tas S S8 (b3 ST S a5
S S L LS5 Q;Jfﬁw

el f 2 st il
Journal entry in the Books of Zaid Ltd.

(Solution) J’

Date | Particulars

Amount Amount

Share Capital Ac Dr

To Share Forfeiture A/ ¢ (500%30)
To Share Allotment A/c (500%20)
To Share First Call A/ ¢ (500%25)

To Share Second & Final Call A/ ¢ (500%25)

(Being forfeiture of 500 share for non-payment of Allotment

and Calls money)

50000
15000
10000
12500

12500
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3Je
& 3/35 4;/;;/;:‘;‘)“5@/;@;1JL?J&{&A;J"&,Q 15,000 & 2,1004 4z =
Jrr U515 £ PF12,000-6920 L JESFTAS o8 imss 20 L6 GF s 25 14
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S i L d S

(Solution) J
eLa S 2oyt S ﬁ.“
Journal entry in the Books of Ameem Litd.
Date | Particulars Amount | Amount
Bank A/c Dr 420000
To Share Application Alc 420000
(Being Share Application Money received on 12000 shares
@35 %/ share)
Share Application A/c Dr 420000
To Share Capital A/ ¢ 420000
(Being Application money transferred)
Share Allotment A/ Dr 300000
To Share Capital A/ ¢ 300000
(Being Allotment money due on 12000 Shares @ 25
%/share)
Bank A/c Dr 300000
To Share Allotment A/ ¢ 300000
(Being Allotment money received)
Share First call A/ c Dr 240000
To Share Capital A/¢ 240000
(Being First Call money due on 12000 Shares)
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Bank A/c Dr 236000
To Share First Call A/c 236000
(Being First Call money received on 11800 shares, except

on 200 shares held by Arham)

Share Second & Final call A/ c Dr 240000
To Share Capital Ale 240000

(Being Second&Final call money due on shares)

Bank A/ ¢ Dr 236000
To Second & Final call A/c 236000
(Being Second and final call money received on 11800

shares, except on 200 shares held by Arham)

Share Capital Alc Dr 20000
To Share First Call A/c 4000
To share 2™ & final Call A/ 4000
To Share forfeiture A/c 12000

(Being forfeiture of 200 shares for non-payment of 1%, 2™

& Final call money)

(Forfeiture of Shares issued at Premium) §* ({U* 1./ Slogfy 442
B o e Lsb ol L Sl nle s ff-/.:u‘j
e dia O
,‘Lc‘f'uﬁ.ustﬂp{/,y:”u;?di{.:,td/,tcénufdﬂrﬁ“/d}%//,u‘ﬂ 2
nFoN Urrdte & J1o” F/d/ (D
U ool g 2 T ee Sl ke FT ST E FS e P e
_Knméauxdzéu)")Ju“”4¢2d;p@1/;1Jz(fdb‘ju:gmm_{n
Share Capital A/ ¢ Dr
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To Share Forfeiture A/ C

To Unpaid Calls Alc

(Being Forfeiture of Shares issued at Premium)

4 )¢

3 7 e WU T A L 2102 WS A 4000003 L (ntex 1td) 2/ A5
g 74 L4 [P :éu’:/:blJG’/.:J)L'J.)',?Jﬂ/}'iéédﬂg/vﬁ/rlﬁd Zs
/7/;1’@&;@5'/,1{6;&/1?/;4 Lu‘”ﬂ(t?_/vudﬁm&%' ﬂg4/,1 Wadll! ((f/?dr&”‘) Za7
KL/J@;/WU}M/}ML‘}{.G@(Jﬂrxvcﬁ;f/(ﬁuwLudﬂmtﬁ%u‘”’400 e
et S 2L LS8 ST e

(Solution) J’
slakf 2t S o
Journal entry in the Books of Intex Ltd.
Share Capital Ale  Dr 4000
To Share Forfeiture A/c 3200
To Share First & Final call A/ ¢ 800

(Being Forfeiture of 400 Shares for non-payment of First

& Final call)

Q/L‘bfu“?ulcnéuﬁ:ﬁm(504'/:14?4»"&&&?»!nGnu.?’d:‘rng(f'z;gu‘ive(Z)
wan

f;{?:@;?d;f&f;":‘g{Jddﬂ;dgbgbw%')?/Jﬁ@éﬁéblg?[@bﬂé;ﬁyz
Kbl S el g 2l = L st a2 b1 S (Cancelled) s 38l 25
IOV P

Share Capital A/ ¢ Dr e s

Share Premium A/ ¢ Dr
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To Share Forfeiture A/ c
To Unpaid Calls Alc
(Being Forfeiture of Shares issued at Premium due to non-

payment of dues)

5J6
=785 AL ST A 7500004 203 S1# L (Apollo 1td.) 2y
P 353, D § 10 et f7 8 5T penin f pp it Ende Sl
AP G L S50 L L7 (0 7§ AR LSS e P 3 4R LUK
SSbsmesfud 7 400 x5/ 201,000 P S (Applicants) o sos
Ut I e LSS 1 L L 7500 S ekt Sl
Ao 260 L6 L ST Loni kit §

(Solution) J’
stk f 2 oSl by
Journal entry in the books of Apollo Ltd.
Share Capital A/ c Dr 8000
Share Premium A/ ¢ Dr 2000
To Share Forfeiture A/ c 2000
To Share Allotment A/ ¢ 4800
To Share First Call A/ ¢ 1600
To Share Second & Final call A/ 1600
(Being Forfeiture of 400 shares held by Suraj for non-payment of
Allotment & Call money)
Share Capital A/c Dr 10000
To Share Forfeiture A/ c 6000
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To Share First Call A/ 2000
To Share Second & Final call A/c 2000

(Being Forfeiture of 500 shares held by Aslam for non-payment of

First, Second& Final call money)

K5l PUIL S 6 i

Particulars Amount | Amount

Share Capital A/c Dr 18000

Share Premium A/ c Dr 2000
To Share Forfeiture A/ c 8000
To Share allotment A/ c 4800
To Share First Call A/c 3600
To Share Second & Final call A/ ¢ 3600

(Being Forfeiture of 400 shares held by Suraj for non-payment of

Allotment & Call money and 500 shares held by Aslam for not

paying Call money)

6J¢
P Bes Lurted FT500L0 F ST S 10UV LR upubL T g
4':(3{)-’{LJKJ}T})’J%_Jd’)’ﬁd}f/"d%ﬂ&%)/ 2 JJ’?JJ&;;UI(({’/?gZ;—UzJ!é)
S 2FF e $ ST L S L
(Solution) J’
LU 2 UAE
Journal entry in the Books of Company
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Share Capital A/c Dr 5000

Share Premium A/ c Dr 1000
To Share Forfeiture Alc 2500
To Share Allotment A/c 2500
To Share First & Final call Alc 1000

(Being forfeiture of 500 shares held by Mr. Joseph for non-

payment of Allotment & Call money)

(Forfeiture of Shares Issued at Discount) okj J u‘i /] Sy Lr56-5 443

2ov o (Discount) of b £ 535 L2013 25172 Mo L S 3HIF L LT L Letib 7
.wz’/?;lziL&5(!/’-?'!?/J;»@’?fwilgéd/lg/?.w@ﬂfj@ -ujélgéd/lgu“]&,ﬁ
L Lo prierc I L1267 s | 2963 e bl (Debit) bt 298]
f&:?fdbngd}/?u‘jd“!?:ulegé/&ﬁ/? g1 J(Non—payment ofdues)u’/;:';!(ﬂd/c«yebﬂ
e tb e esd il el T e S L Eye bbby S (Credit) w4
“i Z &S (Cancel) ér“/&;{dl;’glgd;/.:gf'i/_"x‘%Ji?:%t@g&b/ﬂzwéd/lg/?&;{
e bW eaf 2dstnst e Ui a bl S e i S

Share Capital A/ c Dr e
To Share Forfeiture A/c 30 3
To Discount on Issue of Shares A/ c
To Unpaid Calls A/c

(Being Forfeiture of Shares Issued at Discount for Non-

payment of dues.)

7Jée

Eif P 7 ay Discound)esf Ead 100278 o050 155 £ A7 220005 sl
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ST T 15 LG T3 020 4t PTG 210 gt B

75



_y/ué_&%f/,?,&uﬁ:mr,wd/wdﬁmJ%fu?/vu‘j 300 iy F$/EEm oL L
e d LSS

(Solution) J’
LS 2 Sl
Journal entry in the books of Shams Itd.

Share Capital A/c Dr 15000

To Share Forfeiture A/ ¢ (300+30) 9000

To Discount on Issue of Shares A/ (300+5) 1500

To Share First & Final call A/c (30015) 4500
(Being Forfeiture of 300 shares for Non-payment of Al-
lotment & Call money)

8¢

EA L1002 32 A Ly Lz s 5/ L) (Taza Tea Lid) 2/ 2ot
6577 S U7 1000005 15 L F S A7 B0 F e Ve Ut
:f@5@/;£u;l
& £ P775000 -7 (253 L JKSAT FF (35103 s ) 40T 211353 4t
o1& L L w7800 i _fd;/.am/umfuui/wuufndﬂr U135
J'zui’uxD/d/gj{.éni/@zﬂéw_l,J(Ktu‘fui‘L/mJ(d}'Tm&o,_Jﬂu;uﬁ“/wa

g ebls L
(Solution) J’
st f 2t U Sl ot
Journal entry in the Books of Taza Tea Ltd.
Date | Particulars Amount Amount
Bank A/c Dr 26,25,000
To share Application A/ ¢ 26,25,000

76




(Being Share Application money received on 75000
shares @35 %/share)

Share Application Alc Dr
To Share Capital Alc

(Being Application money transferred)

26,25,000

26,25,000

Share Allotment A/c Dr
Discount on Issue of Shares A/ ¢ Dr
To Share Capital Ale
(Being Allotment money due on 75000 shares@) 40
%/share including discount @ 103/ share)

22,50,000

7,50,000

30,00,000

Bank A/c Dr
To Share Allotment A/ ¢
(Being Allotment money received on all shares ex-

cept 800 shares due from Rohan)

22,26,000

22,26,000

Share First & Final Call A/ c Dr
To Share Capital Alc
(Being First & Final Call money due on 75000

shares @ 325/ share)

18,75,000

18,75,000

Bank A/ c Dr
To Share First & Final call A/c

(Being First & Final call money received on 74200
shares @ 25/ share)

18,55,000

18,55,000

Share Capital Alc Dr
To Share Forfeiture A/ C
To Discount on issue of shares a/c

To Share Allotment A/ C

80,000

28,000
8,000
24,000
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To share First & final call A/ c 20,000

(Being Forfeiture of 800 shares held by Rohan for

Non-payment of Allotment & Call money).

(Re-issue of Forfeited Shares) |7/ J/Kfﬂowakfz 4.5

dnl/ﬁ{//’jé(}'{//}"LH?&J/M}(W&“};“LH?}?(KBJ:L”)I;Jégf/ﬁu@kﬁé}(%
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(Defaulting) senst it £ &S b2 2 £ (Board of Directors) 5441557 5,4
1A ST s bl s (Cancel) Lo ol L1 2 bW L S B A7 = i, A7
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P EBSTALFE e QoS bt E Ui O e e e bt
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e bdn i (i g Y e
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G S gl Gl 124 216 P70 i o565
(Reissue of Forfeited shares at Discount, which was originally Issued at Par)
_LBKWU’A?/?&»E()’}VuﬁJ'!ﬁ:l/i'lup:&fﬁ/?(f:/%L‘/?(j:V 2
(Reissue of Forfeited Shares at Par or at Premium, which was issued at Par)
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(Reissue of Forfeited Shares at par, at Discount and at Premium, which was originally at Pre-
mium)

BV eSS 20 67 S Sonnr o 5K 5ol P70k 4
(Reissue of Forfeited Shares at Par, at Discount and at Premium, which was originally issued

at Discount)

:«U}?Luwl:«ﬂly‘&f 4.6
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-‘Lt‘lg&f@gjuﬁ(Share Forfeiture) :/‘%u"'ioﬁkfhflil///?dféﬁﬁﬁbgél
WS sosurttt f 2l Sl osu

Bank A/ ¢ (Amount received on Re-issue) Dr
Share Forfeiture A/ ¢ (Amount allowed as discount) Dr sk s 3%

To Share Capital Ale (Paid-up amount)

(Being reissue of forfeited shares at discount)

JZJJ!-KL@L)/J@uﬁb"f‘%u’/“/g)b/fwfc!;‘c‘-t’nébﬁéfcg)d/'g/d/lgu@»u&i/ﬁ

:Lf MJ: Sosnr$F
Share Forfeiture A/c (Amount allowed as discount) Dr
To Capital Reserve A/ c (Paid-up amount)
(Being transfer of surplus share Forfeiture amount to Capital Reserve
A/ c)
9J¢
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it f 2 A S 4

Journal Entry in the Books of Z Company Itd.

(Solution) J’

Date | Particulars Amount | Amount
Share Capital A/c Dr 3000
To Share Forfeiture A/ c 2100
To Share Final Call A/c 900
(Being forfeiture of 300 shares due to non-payment of
final call @ 3 rupees per share)
Bank A/c Dr 2400
Share Forfeiture A/ ¢ Dr 600
To Share Capital A/ 3000
(Being reissue of 300 forfeited shares of T 10 each for X
8 per share as fully paid up)
Share Forfeiture A/c Dr 1500
To Capital Reserve Ale 1500

(Being balance amount in Share Forfeiture Al trans-

ferred to Capital Reserve D)

- Kbrd/lg/’d/:uuf.' Sz I5s495 K‘fﬂ o}L,«'ﬂ/,:r.?:/’Ld;L«' 2
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-LLJL?UJ/ S U4(Capital Reserve Account) 23]
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(D Rate) UAST 3 £224 (b)
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(Solution) J’
(2) Journal entry for Re-issue of Forfeited Shares at Par
Date Particular Amount Amount
Bank A/c Dr 10000
To Share Capital A/ ¢ 10000
(Being Re-issue of 500 Shares @ 20 per Share)
Share Forfeiture A/c Dr 7500
To Capital Reserve Alc 7500
(Being amount of Share Forfeiture account transferred to
Capital reserve Account)
(b) Journal entry for Re-issue of Forfeited Shares at Premium
Date Particular Amount Amount
Bank A/c Dr 12000
To Share Capital A/c 10000
To Share Premium A/ ¢ 2000
(Being Re-issue of 500 shares @ 24% per share includ-
ing premium of 4% each)
Share Forfeiture A/ Dr 7500
To Capital Reserve Ale 7500

(Being amount of Share Forfeiture account transferred

to Capital Reserve Account)
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Bank A/c (No. of shares * Amount receive per share) Dr

To Share Capital Ale (Paid-up amount)

To Share Premium A/c (No. of shares * Amount of premium per share)

(Being Reissue of Forfeited shares at premium)
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(Solution) J’

$pfzd L8767

Journal entry for Forfeiture of Shares

Date

Particulars

Amount

Amount

Share Capital Alc

Share Premium A/ C

Dr

Dr

To Share Forfeiture A/ ¢ (400%6)

To Share Allotment A/ ¢ (400%10)
To Share First & Final call A/ ¢ (400%8)

(Being forfeiture of 400 shares due to non-payment of

allotment and call money)

8000

1600

2400

4000

3200

Case 1

Journal entry for Re-issue of Forfeited Shares at Par

Date

Particular

Amount

Amount

Bank A/c

To Share Capital Ale

(Being Re-issue of 400 shares at par @20 rupees each)

Dr 8000

8000

Share Forfeiture A/ C

To Capital Reserve Alc

(Being balance of Share Forfeiture Account transferred to

Capital Reserve Account)

Dr 2400

2400

Case 2

Journal entry for Re-issue of Forfeited Shares at Discount

Date

Particular

Amount

Amount

Bank A/c

Dr

6400
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Share Forfeiture A/c Dr
To share Capital Alc
(Being Re-issue of 400 shares at a discount of 4

rupees per share)

1600

8000

Share Forfeiture A/ ¢ Dr
To Capital Reserve Ale

(Being balance of Share Forfeiture account

transferred to Capital Reserve)

800

800

Case 3

Journal entry for Re-issue of Forfeited Shares at Premium

Date

Particular

Amount

Amount

Bank A/c Dr
To Share Capital Alc
To Share Premium A/ ¢
(Being Re-issue of 400 shares at a premium of 4

rupees per share)

9600

8000
1600

Share Forfeiture A/ Dr
To Capital Reserve Alc
(Being balance of share forfeiture account trans-

ferred to Capital Reserve)

2400

2400

BVl g3t S 124 Slord 42 pdl I A P 020 4
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(Solution) J’
cblifzd L8 S7
Journal entry for Forfeiture of Shares
Date | Particulars Amount Amount
Share Capital Alc Dr 4000
To Share Forfeiture A/ ¢ (200%13) 2600
To Discount on issue of Shares A/c (200%2) 400
To Share Final Call A/ ¢ (200%5) 1000
(Being forfeiture of 200 shares due to non-payment of
Final call money)
Case 1 (When Forfeited Shares Re—-issued at Discount)
Journal entry for Re-issue of Forfeited shares at Discount
Date Particular Amount Amount
BankA/c Dr 3000
Discount on Issue of SharesA/c Dr 400
Share Forfeiture A/ ¢ Dr 600
To Share Capital Alc 4000
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(Being Re-issue of 200 shares at I15 per

share at a Discount of 25/ share)

Share Forfeiture A/ C Dr

To Capital Reserve Ale

transferred to Capital Reserve)

(Being balance of Share Forfeiture account

2000

2000

Case 2 (When Forfeited Shares Re-issued at Par)

Journal entry for Re-issue of Forfeited Shares at Par

Date

Particular

Amount

Amount

BankA/c Dr
To Share Capital Alc

(Being Re-issue of 200 shares at par)

4000

4000

Share Forfeiture A/ ¢ Dr
To Capital Reserve Alc
(Being balance of Share Forfeiture account

transferred to Capital Reserve account)

2600

2600

Case 3 (When Forfeited Shares Re-issued at Premium)

Journal entry for Re-issue of Forfeited Shares at Premium

Date

Particular

Amount

Bank A/¢ Dr
To Share Capital Ale

To Share Premium A/ C

(Being Re-issue of 200 shares at a Premium of

rupees 5 per share)

5000

4000
1000

86
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Share Forfeiture A/ ¢ Dr 2600
To Capital reserve Ale 2600
(Being Balance of Share Forfeiture account

transferred to Capital Reserve)

(Glossary) 5-4@/ 4.7
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P b ez sn PP §pertF i iout P 3008 100 S il
J,1Z¢/MJ”£J1_g/(KtJLﬂ;1ﬁ”/g}l}dﬂ&fﬂd;@mu-lﬁ;uj&;@w/’zﬁ
Jj"'ctzmg;wugﬁ'luﬂfﬂ-y@fwtgug”;,,uLu‘i&’%u8/7;)5Lf’,tf/u’ﬂu;
I TS

12 L&{_‘Lyﬁf:ﬁu&fﬂ&,{é%,]100&95}?m’v£u/£’%u B 0is s
petind LitnEnde§i 7 S ST 90000415 g S E 2
180l £ 7 70000 - F7 3253 63Tl FF(ar9s 123U 403 42411353
Setniu1z L ow 900M%f-fd;/buw/umfytiwnuj’ndﬂr
2R SFE L Sir PP Lo s S S K55 s S
S el L

300UV L7 -t LS gt s U AT G e 30T L 15 il iie P

b L S L L ST L ST ens A3l
_gd)lguguc%/d}@/)/ﬂ
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P02 il 18 ) 78 210 G)
—U,:/(Z'/U/C'JZQJ_ LL/&/@M@»MWJWJU,{C(J&:/

e Lir Lyl P L LT ST nl Seolos§2 L P vinem $T S 4
?dl;"[}ﬁu
S ebste i, ST s

(Suggested Books for Further Readings) U2 (75 / z 7z “L o bra 749

1. Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta.

2. Advanced Accountancy - Shukla and Grewal, (S. Chand & Co.)

3. Advanced Accountancy (Vol-1I) - S. N. Maheshwari & V. L. Maheswari, (Vikas publication)

4. Accountancy—III — Tulasian, (Tata McGraw Hill Co.)

5. Accountancy-1II - S.P. Jain & K.L Narang, (Kalyani Publishers)

6. Guidance Note on the Revised Schedule VI to the Companies Act 1956, The Institute of Chartered Accounts of

India.
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(Issue of Debentures)

7 £ e

Introduction /:f'? 5.0
Objectives s 5.1
Meaning and Definitions of Debenture - /7 iz it 4':u’ f.,"x“ﬁ 5.2
Types of Debentures (L:"l d/ J /.,."’"13’ 5.3
Accounting for Issue of Debentures Jf..ﬁi/ﬂ KL% 54
Issue of Debentures at Par |72 Ku’f,"%/?ufd;l/ 54.1.1
Issue of Debentures at Premium 1216 f,.'x“;”/,:é/’ 54.1.2
Issue of Debentures at Discount !ZIKJZ%%/,:&?&? 5.4.1.3
Issue of Debentures for Consideration 216 2 Sk L0 5.4.2
Issue of Debenture as Collateral Security 12!(Jﬁ~54/?£ =@ 543
Glossary Ej 55
Model Examination Questions aﬂ!r&@’w/ 5.6
Suggested Books for Further Readings I (5 ’/,j” “i Loy 7 5.7
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(Introduction) /ﬁ;{"/ 5.0

UGl ee S5 P 3G S L U T F S UF K 51 by
21/ (Shareholden) Wb, 2 us 2, P2 L5 Sz F o an L L7 e
TS Ly S e e A E (b P P) J/}‘lsf,l_;u’uzémmh,u-wz.nuaé&f,w
u&ﬂ#-+ﬁcfujd/%y4éfﬁ6{13' +&Cna/J/JF/&w'éLwdﬂ&{fw&
= oMb PSS e G 2 L Lma bt e S TL (Ut P ) U 255
tb (Debentures) 27745 55 0. Lf%w_‘égcf HL LA i(ligl[j{ e (F
1&g 255 ST U 36Ut (Debenture holders) /s 2745 L U 61131 o
LU 5L ek S B S

(Objectives) 42 5.1

(Tl LS e k36U
_ggm{“/ﬂ,};,&f‘!m‘j‘”éu’ﬁ{ .
_ggagfdjﬁmiwuumg)&zuLu’i"‘-’»ﬁ o
_ggf/%}/,lwé VAPS =V Pt LA
B\ a0 e g A0 SE

(Meaning and Definitions of Debenture) &’ / J}'Oy Lu/ /:‘:‘w"j 5.2

2§ 4F EIA P ) F755 b doot 6 e (e s U et 102755
SEwnS e b B S P F 23 L (Common seal) 2 S 7 J&’{Uﬁtﬁc‘-(Documem)
T Jﬁ"/JJ}@%"I%C%mﬁuguﬁyw;g/u,‘gémzr:g}Kﬁ’uu,@/‘&m&t
W B e B e U e Al Gt s L P e i F (S
TSty P Lt 5o b (Creditor) esns F G S 25 el
JE 2L S il S Ll b 255 2 255 b £ 2(30) FF L2013 K124
"_wsl s A Sy u;l:"lé:&'foif:ujl‘:—)c«f Keslo
QeSrpb Lot L3 ilne SPEF 2eyits 254" £ (Topham) (%9
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"_‘L&n};ﬁfaj_/}c':/p;l%&nl&;f}/vu}"/bﬁba

S iCreler G AHL L o B 5l p I 5 L 55
-‘L@lyd)ufuptf&:@/vgadfd/ﬁ{ﬁewmvgﬂ“f(1)
_‘LJTVQKJ}u;Ui_gu,LJ}J&Z )

etk 2 3L (Charge) osbr/ A U 275 (3)

bl 3 eSS E e s SE WL pE e d UL E - 255 (@)
b LS L S SF 255

(Types of debentures) (Q’JJZ‘:‘V“; 5.3

Sheonef Bt R e GEN2 KU P U255 LS FE
244[;‘6 lad/ (Categorisation)
(On the Basis of Security) /“J.lgd/},af“ A

(On the Basis of Registration) /,,J.l:*d/ﬂ/”}/ 2

(On the Basis of Maturity) £ d/J.l,v 3

(On the Basis of Priority) £l* d/é}' 4

(On the Basis of Convertibility) £3(: (¢ 476 .5

:‘aajlgy/f:ﬁufu;//‘ 2 gffu’xfx"ﬁ /,:;‘lffd/ﬁéf"i/’)?{f(Security) L5 e
(Secured Debentures) J /:'%ﬂ;ﬁ (i)

(Unsecured Debentures) /:'%ﬂ;ﬁ /,-f (ii)

(Floating charge) Utk (Fixed charge) ko, {146 S w2 40 25550 25455 ()
‘gt’yzug"’ )!)/!; Y uynécﬁ/’uﬁﬁé’if'u’u‘gwWﬁ%}sﬁgfﬁrgtgwﬁéﬁi
_‘gt‘lgbj/f/ (Trust deed) J* 3051 \ (Mortgage deed) S 2
Pl U2 15 LG LA b B A 128 B G
_c‘_&nuf wd/u’/}"-ifzi(ﬁ SN
Nad 3 o . . &
_Lgu:lay/ﬂﬂ ui'u;//’»d’f//c)l: /’)!.’rtd/(Regmtratlon) c}"J‘/”'?J °
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21 (Registered Debenture) ﬂ"ﬁf 2 (1)

(Bearer Debenture) J f.,‘*x“;” G D= G
231 (Address) =, (Name of Debenture holders) rt KU.TLlp LJ/.,:‘@"L(’.)J! :u’ﬁ*ﬁ}"?/ €))
|/ (Debenture ledger) /4‘/:*"/"5& Wi Jlg Sendt Vs? LJ{ (Required particulars) = 1k<¥ _s*
L33 s 122 gt (Transferable) & K6 U578 342 e b S0 220t d o § 120 et
e by
u.?}/l/“/,&ff/bé/ 356 P ‘L&ﬂJj&J)/U(L}?j}’?JMLbJ}M (A (5 ) 7 ()
Flastsr g W 55 G- L e W T2 5L g P e
_‘L(}}’Zﬁb'JG{:L/&; (Coupons) ﬁ/&*’"’c,u/:%ff/

:‘gﬁg@gﬂjuﬁfﬁ!mf//ul :/.:)yg&.l:u °

(Redeemable Debenture) /-,.‘:"'V“:‘ ‘E' e @D

(Irredeemable Debenture)/.,.‘:"'v“n‘ gg 3] JG’? (i)
cinf LSt e SFE 2o Pulurt S o Em e g2 Em ds @)
-‘aﬁﬁlguf 4 (1"4 ( S Enidust s nlf u@g@ﬁ Z(Specified Period)
L&rf:mJul_@ta“_nufffuuwum;if;;Jﬁ{u’g’*‘%ﬁmJt?t:u’f.,.:f-s‘ﬁm‘}ﬁ‘t(ii)
e bbb et L (Perpetual) U255 B S U 25 ui-e bnml L e i b S wf

e (e Ui S S uipifalgs o
231 (First Debentures) /.,.;"‘V“fdfl €))
(Second Debentures) /j’“iru(ii)
e Sedd s -4 I-walgéb’%f_uﬁ"jg s A g A4S @)
e B JE sl En S s s 5 LU A 2 G

e Pl i U 58 e §d o o
5(5{ 4 é_nfj L.Mmaa%zwﬂéu,: (Convertible Debentures) u’ﬁ%{,«;‘}s )
—e bl c:uziumiu/j“x»ﬁ/vmruuun K41 # s (Terms) L1kl Suht_urEnd e st
st En e b P A8 e 6
3/:’? S (’“’ gy u/g Wl 15 Jﬂ»ﬁét:(Non—Convertible Debentures) J/,."f-s‘& X J66 G
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L e Kt (ol UF e

(Accounting for Issue of Debentures) Jfﬁfﬂ Kl Jﬂ“ﬁ 54
(«_.:/Ju[i‘LL/d/uq@/u{lJL (Seal)ﬂ@!;d}uﬂ}’{w{lilﬁu’ﬂﬁ
ZinLl g5 LA P Kb t{uzuéu’/?%f;bﬁ)(f&{_%bjw s
5t L L G b L0 et e S 1P e bl ke S 1 1
(In Case of Partial Allotment) <. »¢ JJU’J’Z-‘L(}{# d}/&j:b f“/ lef/;/.:Ln(Rej ect)

(3 R b B 26 2 (P e it S| F oS et st
(Debentures Issued for Cash) /j"‘%u/ U’/(g/?/@ .1

(Debentures Issued for Consideration) 1.7/ Kf.,..‘f“é’/vJ,e L@ 2

(Debentures Issued as Collateral Security) .7/ Kﬁ“}"/,:/;b Lt 3

S B ha L B 5.4
L el cobitfatitni L fedl Gl pedlrd L4815 a
(Issue of Debentures at Par) 1.2 !Kﬁ“ﬁ/vd Sols @

(When application money is received)-aadyzdr’rf /d/ eAAfna 1

Bank A/c Dr

To Debentures Application Ale

(Being Application money received on Debentures)
-nggfuﬁdfwﬁ“fffjd/wlfu JJZ.;“%')”?% 2

(Transferring of Debentures Application money to debentures account on Allotment of De-

bentures)

Debentures Application Ale Dr e
To Debentures A/ ¢
(Being Application money transferred to Debentures account

on Allotment)
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(Debenture money due onAllotment)_‘abU'bﬁl}/v J_n‘b‘uw(} /d/ ﬂ“fg% 3

Debentures Allotment A/ C
To Debentures A/ c

(Being Allotment money due)

Dr

-‘L&ndﬂf‘;/d//fnﬁbﬂl.,},i;/,:&'/bﬂl.,% 4

(Debenture Amount due on Allotment is received)

BankA/ C Dr

To Debentures Allotment A/ C

(Being Allotment money received on debentures)

_‘L&L?U(JU{LLLLJ’ d/"l//)!u]?%{/?ﬁ“fg«% 5

(When First and Final call on debenture is made)

Debenture’s First & Final call A/ ¢
To Debentures A/ c

(Being First & Final call money due.)

Dr

-4‘,&;4Jﬂ%4:f?;x~3’g/u(ﬁdf'7mé§ye .6

(When Debentures First and Final call money is received)

Bank A/c Dr

To Debentures First & Final call A/ C

(Being First and Final call money received)

1Je

Slo e A8 2% (0100 U274 4000 L 8% L (Exim company Itd.) 24 5]

:ca_Jj,‘_,,?fimJuié

&1,30 4.;/1}/;
& 2,25 L (FF) 220
&1,45 /.:U{tbbu‘ldf’fuiﬁ
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oyl 58 S BF b F SR G P el £ 57744000 sy Lp1#
_gé =lolxt f 280 20t sl ij.&)d"f ()ﬁ

LS 2o Sl o

(Solution) J’

Date

Particular

Amount

Amount

Bank A/c Dr
To 8% Debenture Application Ale
(Being Application money received on 4000 Deben-

ture S)

120000

120000

8% Debenture Application Alc Dr
To 8% Debentures A/

(Being Application money transferred to Debenture

A/c)

120000

120000

8% Debenture Allotment A/ C Dr
To 8% Debentures A/c

(Being Allotment money due on debentures)

100000

100000

Bank A/c Dr
To 8% Debenture Application Ale
(Being Allotment money received on 4000 Deben-

tures)

100000

100000

87 Debentures First and Final call A/c  Dr
To 8% Debenture A/ c
(Being Debentures first and final call money made

due on 4000 debentures @ 45 X per debenture)

180000

180000

Bank A/c Dr

180000

96



To 8% Debenture First & Final call A/c 180000

(Being First and Final call money received on 4000

debentures)

(Issue of Debentures at Premium) 1216 f.,.'%i/,'é/, °
gf/ug’*ﬂwgéu?‘ga;wwJé./@l;u%"‘%f@{w 71 FE ¥ 2013281
VTR OV R I B IR RPN TS JoN2 s Wl XN

L d L &?J/k’utu’ugurud/#’&zuLuﬁﬁjvﬁjgﬂLJ_/

S bl et S E i $ U a7 T bl e d die =3 6 Lunag 555 2
201321728 e 081 6 s 05Tl 0 1051206855 L 200100 Jleg ot £
Sy (g A7 e bbb Ut et f§4f/;?f§44;ziz:uﬂ~s&w£78ﬁ£
(LS L e & AL stntan e e g g e L

Debenture’s Allotment A/ ¢ Dr
To Debentures A/ C
To Securities Premium A/ c

(Being amount due on Allotment with Premium)

2J¢

3160 4 F 32l e £77410%,3000 -0 281100 4, L asbn0 L A
oeidrr g eind L L ke e g Ein s b Z(E LU 26042540
Sy

(Solution) J’
suibf 2t S
(Journal Entry in the Books of X Co Itd.)
Date Particular Amount | Amount
Bank A/c Dr 1,80,000
To 10% Debenture application Ale 1,80,000
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(Being Application money received on 3000 deben-

tures)

10% Debenture application Ale Dr 1,80,000

7
To 10% Debentures A/c 1,80,000

(Being Application money transferred to Debenture

A/c)

10% Debenture Allotment A/ ¢ Dr 1,80,000
To 10% Debentures A/c

1,20,000
To Securities Premium A/ C

(Being Allotment money due on Debentures along with 60,000

Premium)

Bank A/c Dr 1,80,000
To 10% Debenture Allotment A/ c

(Being Allotment money received on 3000 Debentures

1,80,000

along with sum due on Premium)

(Issue of Debentures at Discount) 1216 f.,.:‘r“i/,&f&)‘ °
K bl e 1L g A A e b e d L Sz £
uﬁcur’u(L/'/dJlgu‘ﬂ/,:&féﬁfb:j?c‘-ufzufﬁ!/“J/é DL g 254 w5 2013
-cb_d/;/’t/’/ﬁl/' c,l.)’”&w"w_wé J/,;“~54¢2565utf»1u’;»du.:';’)l?;u’é&r:ﬂb-c‘-ff/
010 258 I, A0 1 90120 K £ L1003 ¢ S £Je
LS L e 3 PS5t 3l o el L ey i U A S
(LS oS 2L LimL g 244,053

Debenture’s Allotment A/ c Dr a0

Discount on Issue of Debentures A/ ¢ Dr s
To Debentures A/ c .

(Being amount due on Allotment along with discount)
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3Je

Ligsinf 26 2 $ad 1042 Lkl Lzss 10057755000 Lisadd 9 L
:‘Luﬁ: I G s

5050 L2 U1 &40 f £y

_égtgwww; Al gj[

(Solution) J’
Lk 2R UAEE
Journal entry in the Books of Company
Date Particular Amount | Amount
Bank A/c Dr 2,00,000
To 9% Debenture Application A/ c 2,00,000
(Being Application money received on 5000 debentures)
9% Debenture Application Ale Dr 2,00,000
To 9% Debentures A/ ¢ 2,00,000
(Being Application transferred to Debenture Ale)
97 Debenture Allotment A/ c Dr 2,50,000
Discount on Debentures A/ c Dr 50,000
To 9% Debentures A/ c 3,00,000
(Being Allotment money due on Debentures along with dis—
count @ 10 X per share)
Bank A/c Dr 2,50,000
To 9% Debenture Allotment A/ c 2,50,000
(Being Allotment money received on 5000 Debentures)

216 254 e L 542

(Debentures issued for Consideration other than Cash)
wate i L';(‘Lgfdjlgﬁ“j/?ubLuﬁ:biJd/!,ﬂjﬁﬂjiuiLL&&].LL""LU}/K&}/. u{d/u»
S-c LYl eof o i L end ol 5 b 1 bbbt = pt L1 21 £ 2953
_ct_dj;‘@/;fv@?i{! (&-g}fﬁhdélil/vd,guwéﬁjLuﬂj@bﬂrlﬁuﬁazr’
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(Accounting treatment) S EH o

(For Purchasing ofAssets)éj_ Ld/!,yjd/ujt“l .1

Sundry Assets Alc Dr
To Vendors A/ c

(Being Purchase of Assets)

(For Allotment of Debentures)“i LenlSusss 2

(AtPar) ¢ S TT 7P ()]
Vendors A/ c Dr
To Debentures A/ v
(Being Issue of debentures to vendor at Par)
(At Discount)/,:_‘a 4 (i)

Vendors A/ C Dr

Discount on Debentures A/ C Dr
To Debentures A/ c

(Being issue of debentures to vendors at Discount)

(AtPremium)g %, (i)

Vendors A/ c Dr
To Debentures A/ C

To Securities Premium A/ C

(Being Issue of Debentures to Vendors with Premium)

46

4':/.,.‘%""4"5&2;.}/100%_ Luqbwid,gi'd/’;&/uga.&{(j/uuﬁél_u 2,10,000_Texa Power Ltd
VAT R I=A ruu:u?mbzﬁaj“s@/;u:uszJ&%f_édAgu’/:i‘-’»wa 12 & >

Wi

/,:&){17(,(’%)/ 20 (c) /,:(.7:4:1’%;/20 (b) /.:b“v"‘zd}lf" (a)
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(Solution) J’



ZyDiIKJZuﬁuim!ﬁ)Ag U.?

(Journal Entries in the Books of Texa Power Ltd.)

Machinery Alc Dr 210000
To Vendors A/c 210000
(Being purchase of Machinery)

(a) | Vendors A/c Dr 210000
To 12% debentures A/ c 210000
(Being 2100 debentures of 100 each issued to vendor)

(b) | Vendors A/c Dr 210000
To 127 debentures A/ ¢ 175000
To Securities premium Alc 35000
(Being 1750 debentures of 100 each issued to vendor with a pre-
mium of X 20 each)

(o) | Vendors A/c Dr 210000
Discount on issue of Debentures A/c Dr 52500

To 12% Debentures A/ c 262500
(Being 2625 debentures of 80 each issued to vendor with a dis-
count of 20 each)

(Working Notes) J’f =y
(b) Value of Machinery: 210000
Debenture with Premium: 100+20 = 120
Number of debentures to issue at premium= 21 0000/120 = 1750
Hence, Debenture amount (nominal value): 1750%100 = 175000
Premium amount: 1750#* 20 = 35000
Total = 175000+35000= 210000 Rupees
(¢) Amount due to vendor = 210000
Debenture with discount= 100-20 = 80

Number of debentures to issue at discount= 21 0000/80 =2625
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Hence, debenture amount (nominal value) = 2625%80 = 210000
Discount on issue= 2625%20 = 52500

Total =210000+ 52500= 262500 Rupees

(Issue of Debenture as Collateral Security) 1.2/ l{/?‘:‘r“-ﬁ/?u” L $965.4.3

&Qtufgvg ‘Gz’ré/u{g&.-bagjb"&wg&iﬂdkgbK(Collateral Security) =% § 5
_LLo}wLé/{g/Jllfﬁba&cfd/lg/?ub s dit‘/u’/:'*i;"y ui‘LGfu"}z_;/m
/(lender) M"uJ;-‘Lb‘lgL‘lgc"tﬁ'é/fdﬂ:’?%gf/j‘%dﬁ?l'fﬂ!£L}J1£Jﬁ~5
é/fﬁé/)l’gl‘pnr%uﬁLﬁ)lg/d/uz/“(}f‘rgegﬂ&bﬁ&)J!JﬁéJﬁ“ﬁL@)uﬂ
SIS B bl S U U et e S sz PSS S Fui-Lnf
Sllo gt Laro$96 e Loty PR S e tolf 01w §F i 500 S Sl g £

_%Cﬁ b e U Ui L(;‘f @M:M/{%ﬁié

3P

$oeite L o L a2t o S e S s 35 Ut Ui, LE ©
(Long term ) &o J?ﬁJﬂ“ﬁZéd/lg/f/?é (Collateral Security) =
Ld_/'/gf'ilp&/n Z (Short-term loan) 4 ﬂu;fééd/bé LJ_/Jllaloan)
g:; 4 d/gf/“ b L (Non-current liabilities)=\2/s o;ﬁy‘/:,}?uyzééu’/lg “i
5P L L b L el e Qoo S SE el L U
-

,.’ég}l/»

KA AL 2 G
(Debenture ﬁuﬁ~5?<+t@g4uzu£/kLgf‘u‘edm{u/}iﬁ@w K‘fijl
“Lénuﬁ’dﬂrﬁ“w’&/@ L!Z!dnﬂf:f,/‘ct‘lgg&gjdfﬁ Suspense A/c)
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J A

S
X

i fz

$

Debenture Suspense Alc Dr

To Debenture A/ C

(Being Debenture issued as Collateral Security)

5Je
o LAY 00100 408 £ $IE MY 6 s 5120 e\t ST et 3 (]
E I i Ly FHB SO ELF Lo £ S4B 10L o 5125

Journal Entries in the Books of Company

Debenture Suspense A/ c Dr 25,00,000
To 10% Debenture A/ ¢ 25,00,000
(Being 25,000 10% Debenture issued to SBI as Col-

lateral Security)

(Glossary) -.«C‘/ 5.5

J/}y d/d(ufaf}‘a (Document) '/,,}l&'w)d/“f“ugxf%“f {(Debenture) dez’; /u';;‘:."'..,* .1
—Cb—t’l?&"/f}((f;z.{—/)é (Common seal)

65555 G o Lo In L £ B AU AT 2
s T A j}f?/:u/:"‘iju’:,gJb“/é»t&,g‘}b“:u/:%jf:uﬂJ!b“/ému’?m

Lo g G B Z7 Ut Lo f 55 £ e 2755 12K 3
oS ol ed § 6 SUN I 27 ca e tb 1 2160 27 ol et et b
Il LS 4 f e S G A B 2K e T e
PG TIA= VTS

/.:ub Lﬁl;l uﬁL,gé:j_lf’I Z;,g/:':_,UJ/g&J/. 6{&/?2”1! KU’A‘:{“Q‘LA;L}ZJ 4
e bblbe tLIAE g A LB e e (S S £

,‘géi}/ c}lﬁdﬁﬁ:‘géw Al Joste L o1 il 2t @rni o S8 5
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(Model Examination Questions) < /s L}G‘"’.’«}"; 5.6

(Objective Answer Type Questions) ey leﬁ:,[.lﬁu‘.' >
(w/ij ) -t w UKMJJ}Z:G{//UIZ@:{")}’

[]

A :‘g&@Jﬂ’/’o;u&L&m’j%m;ﬂ‘m

e/ &) sz Sl jAu IS Lo U 5
16/ &) GF IS P U ST L
e e Lol Flebgnly i

I (5) 56 (4) 56 (3) e85 D & (D

1
2
3
4
5

HOY Y 4

(Short Answer Type Questions) =iy béc.uz /‘“"

e T Y Py

-éﬁ 1of L3I L5

s g5 4¢Z¢£J4‘f‘7~$o§wp
_q/ug/¢/,/&zu£uﬁ~$4d4£;d
I

N
2
3
4

5

(long Answer Type Questions)&lﬂr‘d’ laé:«l;l:?d,’,)’

CE WAL IS 21 L S LI

P ES R L S et FEU A $ 0100 04752500 £ 9 L 2 s
L1330 LS UG AT UF s 30 L (B LU s 40 ot Piie S5
Fordsev g s §6 S HE b P ERPreAFnd Lo 7552500
& bl f 280 2 TS s

50,4 #.32-tl Slp £77412%,6000 2L S8 100 4, L ad 18 i i

4&}2//5!£44!kﬂ"§(0 _u,?ﬁbigﬁ@/?nbé(é/?drﬁ')é;-u 684&‘/")’01/5!2;_5/
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_“éczlgl/l"’u_fﬂ()ﬂ}”

i i 15,7 LSl e cl> Liss 100 5953000 Lisadd 14 Ll s

St S -5 46 LAY :’%;140/.::,‘/!;5/;:%‘;? IJIJG'/?J)J.},?J/W; 21

EASSE

L5 320100 LE WAL S e §rotas 430000 32

WP W rw’:u?mu&?&'@uufuzD/J&%r_édjtgu’/:%séw 14 & >

A S 018 (© 4 L 024 () LedGole (D BUS21 20657

o L 250 0120 408 LA S P 6 005125 P uvgu‘f < .
LE A 1 L AL FE LSl £ 2L & 2,51030

(Suggested Books for Further Readings) U:C-(M/’//“}{“A L lb‘,g/ 5.7

1. Advanced Accountancy - Shukla and Grewal, S. Chand & Co.

2. Advanced Accountancy (Vol-II) - S. N. Maheshwari & V. L. Maheswari, Vikas.
3. Accountancy—III — Tulasian, Tata McGraw Hill Co.

4. Accountancy—III - S.P. Jain & K.L Narang, Kalyani Publishers.

5. Advance corporate accounting— B Krishna Rao, S. Krishnaih gaud, K. Sreelatha Reddy.
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(Redemption of Debentures)

Introduction

Objectives

Meaning of Redemption of Debenture

Methods of Redemption of Debenture

Lumpsum Method

Instalment Payment Method

Purchase in Open Market

Conversion in Shares or Debentures

When Shares are Issued at Discount

When Shares are [ssued at Premium

Practical Question and their Answers

Glossary

Model Examination Questions

Suggested Books For Further Readings
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(Introduction) 47 6.0

=hor? it (Types) pL31e (Meaning) & & (et P ) U254 LT e d61 5 b o7

i Lz Lufjfiﬁf, '/..{/’/5! ¢«;€';.7:(55L»L.’47:u7/,¢/ -Labagc;Jf.‘}ruﬁ < L (Features)

J’Jﬁ'/K:g)ﬁyéfuugJu’/i“ifmq}"‘Lu’?miufu’ﬁ%?i’uﬁé%wg-éu‘f%%/

Ui Sy et U AL T U A Gt e e i o (E et
LS S i b = En ST SRR ST LuF e s

(Objectives) 496+ 6.1

(Tl L3S 3eu Wy
LFASTLE S e
-gg@‘f/u;%)ﬁziﬁuuwuﬁﬁ R
_Zu:ﬁ;.“/@m(lpuﬁu;%/’.zﬁ';ziﬁwwu’/:%s .

(Meaning of Redemption of Debenture) UM 21 IS Kﬁ 31Dl d/ ﬂ“ﬁ 6.2

J}_‘L,gﬁ{p?uwmL'Z;/L“Jé/;fﬁ/ﬂngi‘%'%uL_J)d}/'w{.{;ﬁm;;JJﬁ»ﬁ
JLL//K/;“ALfm;;JJ%@@fuﬁﬂ;/»-‘L&tgnﬁjd/b,u‘/?:jm/?‘%7~5‘MLu’:/:;);J
Grd Luﬁfuuw/uf}‘%mw"gfwmqv:,ui‘8@;/mfb»nimcaug;%/lﬁ
@;Jf;z,{l;L(}”{,-fg;&aaf«ﬁéwJ;ﬁ;uo’m,d@uj{mLuﬁ:uugw-wz_/
e depidef st £l e
AT Ll

_uqmJ;!,«JJJ/:"'%)(J/,‘&J:{/?""%%WKJ! °
_ungLgém/? ,,»/.:.l,‘/.:d/,!/,;gu’/f%x"f °

bUEi5 s ziwLuﬂéufgﬁugz_tga“_;ufu'%f’/?/vjkrwiﬁ,w}d/ﬁm .
b d
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.;»C'fzif:mJJ%&’%TL‘@J@&’@&L@Muﬁu;%}rﬁut-m:’i./ﬁiﬁm&gﬂ%
s st

(Methods of Redemption of Debenture) /6 <3 } Ldg 514 d/ J /:7.‘7..5 6.3

(Lumpsum Method) LF: R4 6)
(Instalment Payment Method) (,g sl i u:b':’. (i)
(Purchase in Open Market) ($1.4.7 ubljyg: (iii)
(Conversion in Shares or Debentures) 4/5&&" XS ﬁ“D‘LL u‘i Gv)

(Pay through Lumpsum Method) (,é e B )’ Y1 6.3.1

}’/J/ﬂn/j‘tﬂ"fé’g/o;JJ!-LL.’Q}Kﬁ!)!]@:@/ﬂﬂﬂ“ﬁdﬁ/&.@‘Lt’n/:lh‘—ftp’/b:.‘?@.}:
&n&wféﬁl;d/iﬂl Lﬁ“ﬁé/b’({ﬁblul2/uﬁzg.'§4/u’|-‘¢&/u{:l}€/d/§uﬁﬁb!oﬁ‘{

-
¢

G‘C/dlf.,{!‘."J&Qti‘rl&fl&/Lu’lugj,Ji:éa&n(k’c%f}zt’d/ﬁbh’/&{f};

2 Uy £ SEBI sl o1 5 1) et 2 e & L5 S Eot 5 250 <
§ L uﬁr“i Sl L st =M L L 55 S5 3 £ 2> S (Guidelines)
b/ (Debenture Redemption Reserve Account) 3615, B LL[;/ T
Ju /;cjlplduf U1-< (Capital Reserve Account) L5612, Jt&f Y ﬂ&//j‘:iﬁd-aa
S bl L L a1 oo LiKC e Fee (5 (Divisible Profit) St (= J& £
e VU e & LWJ}’&Z}]%&%.V/JW’;LUQD’JJZ‘%”)LJ/}(J/‘Qfm
e Qe S AP e Ll P La b Ll d Leaf s LIy £

wdj;@/)g@w;(w"" U wjé@éw 4 f{v? L$sle U 255

‘When Debentures are Redeemed at Par

Debentures A/ Cc Dr s s s 3

To Bank A/c

(Being Repayment of Debentures at par)
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When Debentures are Redeemed at Premium

Debentures A/ ¢ Dr
Premium on Redemption of Debentures Alc  Dr
To Bank A/c

(Being repayment of debentures at par)

1J¢
64 8y g F st LS 54137 6,000 L 001004258 S 6% 120166521 ki
W 2531 Jv/;/ﬁ“/d/;r/vu’giﬂs-wu’?mJG4@54£62 midvsuﬁ»ﬁd-9fu;;
uﬁuch&‘fvf"& zif:migJﬂé’-‘at/_ﬂ&wﬁu;’lxuf/uuﬁu‘fu/LuLn/?w Z il
S S z
(Solution) J’

eua6f 2t S e

Journal entry in the books of Basith Ltd.

13% Debentures A/c Dr 600000
Premium on redemption of debentures Ale Dr 36000
To Debenture holder’s A/ c 636000

(Being Redemption of debenture at Premium due)

Debenture holder’s A/ C Dr 636000

To Bank A/ ¢ 636000

(Being due amount paid to debenture-holders)

u'/“/%&/ﬂ“ﬁ-%lgb&}/{/ﬁ&/ﬂ“ﬁéZ:gﬁ‘l}d/f;‘f"ffuf‘;{:&lb‘é:u;@LJ{
FE i onens L S e bl LT LA s e sl A3 £ i B
WS tusfrd L

Profit & Loss Appropriation AleDr

To Debenture Redemption Reserve Ale e
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(Being amount on DRR transferred to P&L appropriation ND)

:?nggﬂf“’;uﬁuzjd/?éu‘L@wu}@uﬂKu'/“/ﬂfg//fﬁﬁ:mLuﬁ:buggfu’f,%ﬁ

Debenture Redemption Reserve A/cDr

To General Reserve A/ C

(Being balance amount of DRR transferred to General reserve)

Jj;'_,/%)m{z_uﬁ‘_ﬁ‘%&%d/dﬁ:mJgJu’f,%scu)%)/f;uémuwiﬁumﬁ{
-t

3/ €(Sinking Fund) 55.& 6.3.1.1

Sinking Fund =% £ 3 41— (Wi, 3,5 5552 5L 7 e 3 fos %6 Sinking fund
=361 (Profit & Loss Appropriation Ale) Sl Luuﬁmév ;/ufa‘b{lc;u JJF&,‘C?Table
FoSowme P oa bbb Bt 2k S 4 AP e bl Ll Sinking Fund s e b de
sy e AT - Qo 8 (nvest) Gl ok S0 L F v Ut Lol § 7 e S S0
LENSU 4 S P Qe GBEK Ay (TS e Qe U Sk S PP
Y e 5 2 e b S S i S| B U Ut sl i 25 e (i

1L Ushstnelliit S 2 tels /P Ut 24 Sinking Fund Accountes! (1§ Z

Atthe end of 1% year

When the Amount is Set aside

Profit & Loss Appropriation Ale Dr

To Sinking Fund Ale

(Being sinking fund is created out of P&L appropriation Alo)

When the Amount is Invested

Sinking Fund Investment Ale Dr
To Bank A/c

(Being amount invested)
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At the end of 2" and subsequent year

When the Amount of interest is received

Bank A/c Dr
To Interest on Sinking Fund Investment Alc

(Being interest on Sinking fund investment is received)

When the Amount of interest is transferred

Interest on Sinking Fund Investment Ale Dr
To Sinking Fund Alc

(Being amount of interest transferred)

When the Amount is Set aside

Profit & Loss Appropriation Ale Dr
To Sinking Fund Ale

(Being Amount set aside for Sinking Fund ND)

When the Amount appropriated plus interest is invested

Sinking Fund Investment Ale Dr
To Bank A/c

(Being amount along with interest is invested)

At the end of Last year

When the amount of interest is received

Bank A/ C Dr
To Interest on Sinking Fund Investment A/ C

(Being interest on Sinking fund investment is received)

When the amount of interest is transferred

Intereston Sinking Fund Investment Alc Dr

To Sinking Fund A/ C
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(Being amount of interest transferred)

When the amount is Set aside

Profit & Loss Appropriation Alc Dr
To Sinking Fund Alc

(Being amount is set aside for Sinking Fund Al

No investment will be made in last year and Investment will be sold

Bank A/c Dr

To Sinking Fund Investment Ale

(Being sale of investment in the last year)

NS PPEy N XN N PR e O R N (NSRS - N c Py

When Profit is Transferred to Sinking Fund Account (In case of profit)

Sinking Fund Investment Alc Dr
To Sinking Fund A/c

(Being profit on sale is transferred to Sinking fund account)

When Loss is transferred to Sinking Fund Account (In case of loss)

Sinking Fund Ale Dr
To Sinking Fund Investment Ale

(Being loss on sale is transferred to sinking fund account)

When the Debentures are Redeemed

Debentures A/ C Dr e 3 v 3
To Bank A/ C

(Being redemption of Debenture)

When Sinking Fund Account is Closed

Sinking Fund A/ C Dr

To General Reserve A/ c

(Being amount of Sinking Fund transferred to General reserve ac-

count)
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2J¢
w1 E 6 a2l Gl 254 2,000 > L 2510052018452 1 o
Sinking Fund _u@&ﬂ;uvw5¢dz€dh/fu‘?ubwc’:§,myilz Sinking Fund ..{!éﬁ
Srnesla o Lov a5t o1 E o JE6K 7 20l 20232012 STl =, = Table
S 5553 160,000 S G b 1 -G P b 21548004 1 U s e G
S S s ugg/pmuﬂo@.,vgﬁ“ S F 8021~ 3180
(Solution) J’
(Calculation of Amount set aside every year) —L> ('3 s Y Ju i
-90.232012#“/&,4 Sk Jv L SrmsR e 1 e ot dir Sl
(Srtic e d Bk g 57U e LIS S 22000004051 bl if

=9/ 46,402= 200000 x 0.232012
e PEL S $Ra640200 pF U adl L5 S e s F 20000035 2 i)

(Solution) J’
e Szt Sl
Date Particulars Amount | Amount
1.1.2018 | Bank A/c Dr 2,00,000
To Debenture Application Ale 2,00,000
(Being application money received on 2000 debentures
@100 each)
1.1.2018 Debenture Application Ale Dr 2,00,000
To Debenture A/ c 2,00,000
(Being Debentures allotted to Debenture holders)
31.12.2018 | Debenture Reserve Fund Investment A/ ¢ Dr 46,402
To Bank A/c 46,402
(Being Annual contribution Invested)
31.12.2018 | Profit & Loss Appropriation A/c Dr 46,402
To Debenture Reserve Fund A/ ¢ 46,402
(Being Annual contribution to DRF)
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31.

12.2019

Bank A/c Dr
To DRF A/c
(Being interest received on DRF)

2,320

2320

31.

12.2019

Profit & Loss Appropriation Ale Dr
To Debenture Reserve Fund A/ ¢
(Being Annual contribution to DRF)

46,402

46,402

31.

12.2019

DRF Investment A/ Dr

To Bank A/c
(Being Annual contribution along with interest received
on DRF invested)

48,722

48,722

31.

12.2020

Bank A/ c Dr
To Debenture Reserve Fund A/ c
(Being interest received on DRF)

4,756

4,756

31.

12.2020

Profit & Loss appropriation Alc Dr
To Debenture Reserve Fund A/ ¢
(Being Annual contribution to DRF)

46,402

46,402

31.

12.2020

DRF Investment A/ c Dr

To Bank A/ c
(Being Annual contribution along with interest received
on DRF invested)

51,158

51,158

31.

12.2021

Bank A/ C Dr
To Debenture Reserve Fund A/ c
(Being interest received on DRF)

7,314

7314

31.

12.2021

Profit & Loss appropriation Alc Dr
To Debenture Reserve Fund A/ c
(Being Annual contribution to DRF)

46,402

46,402

31.

12.2021

Bank A/ C Dr
To DRF Investment A/ C
(Being Sale of DRF)

1,54,800

1,54,800

31.

12.2021

DRF Investment A/ c Dr

To Debenture Reserve Fund A/ c
(Being Profit on sale of DRF Investment transferred to
DRF Account)

8518

8518
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31.12.2021 | DRFA/c Dr 208,516
To General Reserve A/c 208,516

(Being balance of DRF transferred to general reserve ac-

count)
31.12.2021 | Debentures A/c Dr 2,00,000
ToBank A/c 2,00,000
(Being Amount paid to debenture holders and debentures
redeemed)
Debenture Redemption Fund Account
Dr. Cr.
31.12.18 | To Balance ¢/d 46402 | 31.12.18 | By P/L Appropriation A/c 46,402
46,402 46,402
31.12.19 | To Balance c/d 95,124 01.01.19 ByBalanceb/d 46,402
31.12.19 | By Bank A/c (Interest) 2,320
31.12.19 | By P/L Appropriation A/c 46,402
95,124 95,124
31.12.20 | To Balance ¢/d 146282 | 01.01.20 | By Balance b/d 95,124
31.12.20 | By Bank A/ (Interest) 4,756
31.12.20 | By P/L Appropriation A/c 46,402
1,46282 146,282
31.12.21 | To General Reserve 2,08,516 01.01.21 | By Balance b/d 1,46,282
31.12.21 | By Bank A/c (Interest) 7314
31.12.21 | By P/L Appropriation A/c 46402
31.12.21 | By D.R.F Investment A/c 8,518
2,08,516 2,08,516
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Debenture Redemption Fund Investment Account

Dr. Cr.
31.12.18 | ToBank A/c 46402  |31.12.18 | By Balancec/d 46,402
46,402 46,402
01.01.19 | To Balance b/d 46402 |31.12.19 | By Balancec/d 95,124
31.12.19 | ToBank A/c 48,722
95,124 95,124
01.01.20 | To Balance b/d 95124  |31.12.20 | By Balancec/d 1,46,282
31.12.20 | ToBank A/c 51,158
1,46282 146282
01.01.21 | To Balance b/d 146282 |31.12.21 | ByBankA/c 1,54,800
To DRF A/ ¢ (Profit) 8,518
1,54,800 1,54,800
Dr Debentures Account Cr.
31.12.18 | To Balance ¢/d 2,00,000 | 01.01.18 | By Debenture Appl. Ale 2,00,000
2,00,000 2,00,000
31.12.19 | To Balance c/d 2,00,000 01.01.19 | By Balance b/d 2,00,000
2,00,000 2,00,000
31.12.20 | To Balance ¢/d 2,00,000 | 01.01.20 | By Balance b/d 2,00,000
2,00,000 2,00,000
31.12.21 | ToBank A/c 2,00,000 |01.01.21 | By Balanceb/d 2,00,000
/ Debenture holders
2,00,000 2,00,000
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(Payment in Instalment) ﬁ b e Ukt 632

Sebb Lo e o Jedtusi i Leas s LENS U A5t K200
SUAE L P S e bind JE etV e Qe d = UG Ll TE g
(Drawing of Lots) U7 B3 & AU1-c Qb § 2l 3 L1410 Ut 2554101 6 2502
%léé(}'{_‘a&/djngﬂ“flOOOL’%u 1005 Liey LU e bbb et d
L;L}/zo,OOOJ/LL%)b/{J’_JLLg SE 08 74200 e T E g0k L
BedUtinf 18 P in 25540 L e L AT EN AT iy £ L& g 554
(Serial number) = £ 2% (i <2 3L (Drawing of lots) 71414} (D) JL U lee
e Py S sL

bl (Capital) 2t £ el Lt Bt LG et Jbere Sl 254
L unditnelbbaSid Lot

(If Redeemed out of Profit) L@L.))/IJILJ: éb»/}"#jﬁ 6))

- o

(When Amount is taken out of Profits) ‘Labdéd l?'} I

Profit & Loss Appropriation Ale Dr

To Debenture Redemption Reserve Alc

(Being Amount transferred to Debenture Redemption Reserve Alo)

(When Debentures are Redeemed) ‘4&0%‘;: a1 34 d/ J f.ﬁ‘v“i-g%

Debentures A/ C Dr
To Bank A/c

(Being Debentures are redeemed)

(When Redeemed out of Capital) c‘;alpd/ e il /‘E’ I;Id/ J /.,.‘*‘V“:?u? Gi)

Debentures A/ c Dr sese s s
To Bank A/ C s

(Being Debentures are redeemed)

117



(By Purchase in Open Market) ﬁ'uugJf;‘%éjsédﬂy‘uﬁmyé{ss.3
b s P AT e Qat S E L LSS 5§

gﬁ!u‘;%l._}!’ﬁ/l'(é’{?%‘gﬁﬁlgguﬁc«//utJﬁg_‘at‘lgtﬁ,gbligJJﬁ"f/fu’l Li /S
/Jﬁdul'%ljv/véﬁm SU e L'j{:/};i'uf}ﬁsy A e b el S U
d,l/szun.,t;m/?;‘xfwo,¢+3¢}ﬂ~5§'LJ,[JL/?M(L;&‘{ e Qe L3S i
@) Qi d G e £ed S et ok § 2558 D F e o eore Do e
e Qo e S E D P 2 Bt S 7 i)t 0SS g Sser s £ En
e FE S e 2B S U S e e e uF U A e I
“i zijr“gfye;w%nuuﬁgéu»/j#‘ Jut:ung,g]’o;{:cﬂg’juemddﬂwau’/:mf
Wtk f 2L Lol Zele /m?:caéxju’/f%*dz?_:

(In Case of Profit) uf-':u}‘g;él?

S.No. | Particular Amount Amount
Debentures A/c Dr
To Bank A/ c
To Profit on Redemption of Debenture Alc
(Being Purchase of own debenture at profit)
(In Case of Loss) uﬁ.wauw‘
S.No. | Particular Amount | Amount
Debentures A/ c Dr e o
Loss on Redemption of Debenture Alc Dr o 2
To Bank A/ v

(Being purchase of own debenture from market at loss)

3% %&l;c%ébﬁ/ﬁcfﬂ_ﬁ;bng(Capital Nature) :af]d/,:l./ uww’ /,:uqbi J@JJZ"{*}”
(Capital Profit) 8W,L/uéﬂ;/zjﬂ~fci?<%uuﬁ/ﬁ/;i%lgtlgy/yuﬁ(Capital Reserve)
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K b8 5Esd Ladt Ui blbl (Write off) ST £
(In Case of Profit) uﬁ':wr’d/dbﬁ

S.No. | Particular Amount | Amount
Profit on Redemption of Debenture Al ¢ Dr Aot 2
To Capital Reserve Alc ey
(Being Profit on redemption transferred to C.R)

(In Case of Loss) s e

S.No. | Particular Amount | Amount
Capital Reserve Alc Dr o
Premium on Shares A/ ¢ Gif Any) Dr wornn
To Loss on Redemption of Debenture Alc o
(Being loss on redemption written off)

(Payment of Interest on Debentures) t,?: bld/ wiJ f.,.:‘r“v‘

(Payable interest) Jrui:l;lJG’d;:‘L&;/@r}‘ufml‘L&,y,}'f?%"fé'%!u.’fﬂ]@g&:fge
LLE WS d s1-e Eis U s oy S e N S e os S S G0 ST
w3~ (Debenture Interest Account) 236 w}"/:'““’iff%gtlz L}%fc«@d’ (el bkl
eSS LA

Evind sL ¢ to B, ° 634

S T 258 FTES e PP\ o A S J/?"”"‘f~f'%;5{ (i
E Bt ESIEWT I LS P\ U A Ui e i L Lol T U
ARG S8 S5 S DB Ly G g ey 9 T
St b /“Juzu/ .fh,zl“flguauf S Ju.f:},wa_’_f_mf U (Convertible Debentures)
LUpNL LUt ST St fibn-und 2 ipedr L LG w
—e U1

119



S.No. | Particular Amount

Amount

Debentures (O1d) A/ C Dr
To Debenture (New) A/ C

(Being Conversion of old Debenture with new)

AR F e Fed e Su it Je S Ena s Y

Lus ot L e U J ot 7 Ok £ wid S(Non—convertible debentures)
N-& L LS £ w J6 4R e G 21 2t 4 (Optional or Compulsory) 41
L LSS G A U S I S Lia 56 N (E n e gt 7
S bk

(When Shares are Issued at Par) u,rz.bé

o e

u’z@/‘,u:’. Sl gfi -2

S.No. | Particular

Amount

Amount

Debentures A/ C Dr

To Equity Share Capital Ale

(Being Conversion of Debenture in Shares at par)

(When Shares are Issued at Premium) (&

S. Particular

No.

Debentures A/ c Dr
To Equity Share Capital Alc

To Share Premium A/ C

(Being Conversion of Debenture in Shares at Premium)

el frd oS e sl 85454

3J&

- LSl A5 bl nh i b S 122,000 £-2,200/2018.52 £ L iise»
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S (Face value)e=d § 16 257§ 2574 3 & B b SEE S 312300k v U 27
S bl P70 L PP S5 4inf sbr Szt Lot
ISP} gt w T G166 L 104 fE LT b s L8 L etndf )
i 2 SE L L e it (e & b sulbar So

(Solution) J
et f 2 bl S 2y
Date Particulars Amount | Amount
2018 | Bank A/c Dr 400000
Janl | To 12% Fully Convertible Debenture Application Alc 400000
(Being Application money received on 2000 Deb.)
2018 | Debenture Application A/c Dr 400000
Janl | To 127 Fully Convertible Debenture A/c 400000
(Being Allotment of 2000 debentures)
2018 | Debenture Interest A/c Dr 24000
June30 To Bank A/c 24000
(Being Interest on 400000 @12 for 6 month)
2018 | 127 FC debenture A/c Dr 100000
June30 To Equity Share Capital Alc 40000
To Share Premium A/ c 60000
(Being 25% of debenture face value (i.e., 40000%25%
=100000) converted into 4000 Equity Shares of 310 each at
Premium of 15 per share)
2018 | Debenture Interest A/ c Dr 18000
Dec31 To Bank A/c 18000
(Being interest on 300000 @127 for 6 month)
2019 | Debenture Interest A/ c Dr 18000
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June30 To Bank A/c 18000
(Being interest on 300000 @12% for 6 month)
2019 | 12% Fully Convertible Debenture Ale Dr 300000
June30 |  To Equity Share Capital A/c 120000
To Share Premium A/ c 180000

each at a Premium of T 15 each)

(Being Conversion of Debenture into 12000 Shares of X 10

Working Notes 1

1. 257 of the Face value of Debentures was to be converted into two equity shares of Rs.

10 each at a premium of Rs. I5 per share after six months of allotment i.e., on 30th June,

2018. Total amount of debentures to be converted is 25% of Rs. 4,00,000 i.e., Rs.

1,00,000 and the number of equity shares will be 2,000 x 2 = 4,000 Shares.

2. The remaining debentures were to be converted after 18 months of allotment i.e., on

30th June, 2019. The remaining balance was (Rs. 4,00,000 - Rs. 1,00,000) i.e., Rs.

3,00,000 and the number of shares issued on conversion will be 2,000 x 6 = 12,000

Shares.

(Glossary) u@/ 6.5

e ST Mo i L ST 1 e S PSP A LBl 454
_9&/ﬁu,ﬁ“/d/;,11/5u(£u;;Mﬂ;ﬂnﬂ»ﬁd&’é}w,’i;{: Evlesf 2
Sa N Qat L L3 SIS g5 (b s tandL 3
nét"l?‘fu’?b‘iwuﬁ“fffiu}%ﬂ
Jif%bg&gd/utuﬁmL.w,u‘/?v{tu’?uu;d/u/:'“isu:/{.@)m:ﬁmwuﬁ 4
b JB s S U E L P e b Se7 oL i1 & Sy elals
ce Qe L Sia 2} S A
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LU ASE U A L B sLd g SU TS £S S
A e gt & Lo B S O 3 58 S FIL S e P
ST e LS S S

(Model Examination Questions) < U/l (}G:"AZ/ 6.6

(Objective Answer Type Questions) Uy lﬂLu“aUﬁUé >

_‘LMK,:L/L’}&.{&JJJ%")L 1
_+Cﬁggd/@uﬁ’4(§4fuﬁ~s 2
e Bneed s Sem e 3
B EC L S gl i L E S LGS 2 4
e YT 7 e 455 s

U E DE Bk (Deliz

(Short Answer Type Questions) «l# J bﬁ:«@lﬁ /‘7;
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Step 3: For Underwriting Commission:
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(Suggested Books for Further Readings) u.?m:/‘/,f“i Lo lb‘,g/ 7.11

1. Principles and Practice of Accounting = R.L. Gupta & V.K. Gupta, Sultan Chand & Sons.

2. Advanced Accountancy - Shukla and Grewal, S. Chand & Co.

3. Advanced Accountancy - R. L. Gupta &Radhaswamy, Sultan Chand & Sons.

4. Advanced Accountancy (Vol-II) - S. N. Maheshwari & V. L. Maheswari, Vikas.

5. Accountancy—III - S.P. Jain & K.L Narang, Kalyani Publishers.

6. Advance corporate accounting— B Krishna Rao, S. Krishnaih gaud, K. Sreelatha Reddy.

7. Guidance Note on the Revised Schedule VI to the Companies Act 1956, The Institute of Chartered Accounts

of India.

134



S -8

(Bonus Shares)

Introduction

Objectives

Meaning of Bonus Shares

Why Companies Issue Bonus Shares
Circumstances of Issuing Bonus Shares
Sources for Fully paid-up Bonus Share
Advantages of issuing Bonus Shares
Disadvantages of Bonus Shares
Securities and Exchange Board of India Guidelines
Accounting Method

Glossary

Model Examination Questions

Suggested Books For Further Readings

135

7 £ e

8.0
»Gs 8.1

FLATS 82

crd Sk ud F Srod 8.3
W L S Sy 84
il PP P M 8
AL Py 8.6
=MSF L LS 8.7
L#wjéu:um&{u.wjn? 8.8
26 8.9

£/ 8.10

=08 811

Sy fd L sy 8.12



(Introduction) /ﬁ;{"/ 8.0

L

B I I BT P A WPy J’fﬁé_(a:uﬁ dKléf“
Bonus #7311 U e U ollbr Ut e b Lo s B30 S P2 o Ei S 454
Sinp Lo S h Eoenp § LS Gl P2 o achor® (& 0 052 £ Shares)

L€ {(Guidelines) wAi4F e 4 (SEBD (F & £S5k (P U4 A (Moreover)

_Zuf‘?u’fgtgwuﬂitﬂ&"";w&u‘jdzut_,wuéuJu)tf»(nut]'l’m

(Objectives) #¢» 8.1
(VLS ek b
-Z@’@n&@ié[é”nwﬁéﬂuﬁ

-zdiffa/)/&iléﬂdi o
LA Bl LSEBI e L7 S e
-ﬁuﬂﬁ/@wlrlpLygtzléu‘ﬂujguﬁugmﬂ;{ .

(Meaning of Bonus Shares) UMZ:UG/JU'})’ 8.2

G;)/,:;.LﬁJfLiﬁc«zaJub’/(Shareholder) u@gaﬂuwz’.l&{zu}ﬂ&wmu‘ﬂu&

hys S o7 b LG £ (Additional Cost) = 1301 A 0L 2 e
L Lot 7 2l = S5 C s e bl B 2 J6 Bt s L £ (Dividend)
(Companies Act, 512 U1 £ o LB s £ a7 (g s b £ sihyh b 356
éviftzatgnc’uwuz,{u& (Reserve) 7657} Lol o i Lzos‘fg Z2013)
B, P75 et 2 Pt S B o U ok 2
i, P L 6T Py S o -‘Lfycﬁw"zﬂ L2455, / (Shareholders)
ﬁ,‘gtﬁ@gﬁﬁgﬁidxﬁg(cm Bonus) u’jﬁfﬁ]d‘.‘gt‘ni‘fng&wléL(Shareholder)

Fionf Bl LB S s i AL i Botiyre JoS e S EF End s

136



Z:/d/lggf/]Z{:!;!/?ubJffcf.ﬁ/léj:_lﬁujz_.béd/.bad/”J&fb{! (Bonus share) u‘”y
é?@/(Working Capital) gﬁ:“fbﬁﬂaLG{uﬁ{:éuj}ff‘a,:ylb‘Ku’l_%@lgb/ﬂ;l kkys
_‘Lﬁclgd:g;/?c«&"j“}@uuﬁ&"u’l_%t’n‘ﬂ.}luﬁﬂuﬂ?/ﬂ

e LS 1A P a3 P S

_‘at’lggc;—éb”o}g'!i!gf?éi o

el 2 Ul - B S Urosd B3 £ 211 bl e 23 L P2 it b o, o
(5) & s (Share Premium Account) 23561 54 7 25 L78Q) 5 £ o S5 o
Ei1 S (Capital Redemption Reserve Account) 581 512 o F 4 b a2l 80
L6 Ll SEBL PP LU U1- e 1 L L1 £ 7 ke
L

b Seud L U 8.3

SES LEVCrgd sl e Lbra SHSF &7 U

'?LlLtfoéLﬁ;!i’f;‘a’f&{uﬁdbézﬂﬁl-%&nuﬁﬂjﬁ' L& s foin P e o
z,;/?;g:d/fﬂmmmfuuut&f Sin P w2r P aa 0L T TS0 dn P wir
e EAACH L e ol A KC S Sl 7 Ftd 10 PP it

=tk

(Reasons of Issuing Bonus Shares) &l{i)id-/‘j/lﬁ‘.f/ﬂ UJ}J 8.4

24'66" (Reserve Profit) s/ 04* /:’J“ \ (Undistributed Profit) C;l?a,«f’(:ﬁ /{ L?@l(j"f - .1
— Lt

e 8IShe PP P L s PR e i Zn S BHALF 2 2

e b P AP LSNP Sitiee Qo i\ L ESUltm P LFE T2 3

(Higher :«Ziugid/(Workers) u;’igft“gﬁclﬁ!a/lié/'/dzlgﬁu)ifébfg;/z,/'%lgj{ 4
_Elggfr_bﬁ.gfwages)
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;Z.lgm;gjufrc; (Paid-up Value) a,ufuﬁmJJ" (Market Value) @»EJ/!/LJJ”’J 5

e I SaFE

(Sources for Fully Paid-up Bonus Shares) dUJ’LLf/ﬂu)}f oﬁ(ﬁ D‘J'IS )

_LLGC/UJ@MJ&D/&DU?/)J{fwjl'%i&{&WL63 1) u’g
(From its Free Reserves)c;/’l};'aﬁﬂz;_l °
(From its Securities Premium Account) | & *36] (f:/? /:J’J{'? & e
(From Capital Redemption Reserve Account) e 36157 ﬂ‘ Yy J%}’s.{ ol e
(Restrictions) Juail 8.5.1
V218567 Pl S 2638 e 62 5 s ks I FE A sk SUdE @
Kb
(Meaning of Free Reserves) 5~ L A3+ 8.5.2
oﬁu;‘q;m&[s{fzww;4;;'/.»_"/%}w" e 20D FE L2013 2812 o
bl E e £ s

(Exclusion from Free Reserve) 3 Al 76324 8.5.3
Lﬂ?g o493 J u; &1L (Notional Gain) /l}&l/r‘ﬁ « (Unrealised Gain) aWB@’? /,-f 2 f“ /uﬁ'{ Ji/ °
-4‘4:@(@:@//(5/» L ;/'/,,u%&:c‘-&/’/ufﬁlu S(Revaluation of Assets)
U e FE et f12d 435U (Value) 15 (Assets or liability) b3 26157 @
—e bbby (Fair Value)ed sbaisf (515054 261 zea SELUUE LM L Cbe

(Advantages of Issuing Bonus Shares) VI Py LJJ Uy 8.6

e bl 7S J’ 44+« From Companies Point of View) a—/jﬁéd[
_cé;l:’f:tg.lf’/b ks L/V;’/(quuld Position) J//:’ dl.u((fr 1

S (Disparity) eald s Z (Actual Capital) Z{ - dlﬂ? s (Effective Capital) -\~ 75 .2

e e
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e FSusm e P ST U S F e o8 2 pddn @ a3
_U{LJALJ:;C’_—U@U[:J(COHSUTH@I‘S) ufjug.i';uuu:;gg@_wé';uw:gzl

ce YA LI KIS L LT 4
(Advantages from the < bt Ve S a9 Wi DIRP e /’ B L g ‘f‘? °

Shareholders Point of view)

GES P TEST S AT £l o (Equivalent) S 2 LE 5, 1

&‘mfz‘at“t?gﬁv} Z¥5_ (Invest) SK J&»T@uuﬁ&rdtfﬂi.{f/u@ggfﬂ 2
ESSE Lo ek L,

tnfﬂuﬁL/f}/dm,u’uﬁ&‘”L (Uncalled Capital) LL/JW/{'J})faﬁi;i4:/;}’Jjﬁ 3
_b’Lt’mm/?MJ‘(y/ﬂéJ@“iLLﬂ;lﬁ“/ﬂJ;;f/uéing?“a

< dnutf en . S AL Loui e Lobnnl 57 1 fy 4
HE T IR Sy oS TP - 10T

(Disadvantages of Bonus Shares) QCWZ:’Z’LWUJX 8.7

_‘Lﬁﬁlgg:‘;z,&):«ﬁ//td/(fﬂjcﬁlgu//u.?}/!}mjdc%t‘fﬂwzw’luﬁ@;d/fc,?‘gfﬁ/fl °
e B UL A et 2SEe A e
-c‘—uf‘;a“”‘f:?c‘—t“/é'?'JWJU{U"J?J}J!. .

(SEBI GUIDELINES) b % L:%JLQ,‘L’!JTLX ny.{l,’i:;l /:J’ug 8.8

it s b2l L (SEBD) gkufé’/zi{ua f/:gz:ﬁ.lu'};{ﬁ&{ td
¥ Lb‘uﬁ" }‘l&’ /.,d‘i 4_/»6( (Bonus issue) u‘i UJ :’J:( .1
Ji‘;/ﬂ//,: s# $s7 | (Fully Convertible Debentures) u’/f’*’vj"ﬁ J‘;/i'//? s J”(flil Z u“l? uj}f
S Fe2 ?Llplpﬁuﬁ( (Pending) /5 /“jcjn_ 4':(}:,&' J(Partly Convertible Debentures) J/f:x“f
u:f"lpé U L!;LnJ/J’/’/)’ G027 L Jﬂ“ﬁL'}LnJ/ﬁ@/} J'(w’/,z,v{ Z Ut
LUk T URS 36 L L ea4y S(Holders)
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(Bonus Issue From Free Reserves) 1.2 6 de b3 =is 2

L LGl g L e g ier L e S LOTE 527 LU
_ugaEu. 2 6(Premium)
(Eligibility of Revaluation Reserve) c—;&ld/ sz SRS, 3
e P e b Lo\ d Ll PP S udud e 2 5L A kUit
(Issue in lieu of Dividend) 1.2/ 24+ L %495 .4
-Kng.l{(JF}L,yéf%gﬁ (Bonus issue) !Ziguj}{
(Partly paid Shares not eligible) u,!u‘.f" Jl‘f'i o}«m{,ubd,z .5
L L b2 L Lot WEFT SPande § NPT i b iz
_Zundléﬁﬂuﬂuwg%t/@fiuﬁu‘”ﬁaﬁuu/?/h}‘(uff?wé/ﬁ

(No default of payment of interest, etc.)%lgt‘nu.f‘; ﬂ légﬁufﬁ MJ ;r’:( d{ .6
J)r/,’,uf,%v”uiﬁm Jﬁé&)ruﬁé’i (Fixed Deposit) GZJDJ}")EM}(&{JUL/U/JL?JX
&.%lgtnuj(Defaulter) u‘ytutfumfﬁ/,/,ffm&uﬁﬁg (Interest on Debentures) J::b'
o/f’ujif&.!.{'/ﬁrﬁﬁ&@;%f&r(Statutory dues) c«l,?b&]ﬁ'ﬁuﬁmLu’lf%%L‘nuch«ng/

-4,{&@&5@&’5&’06

E2 T2 L &P . T

ol.a;:’a,.@/t’u(d/ﬁg"”/'/“fu’!Llcé@&/dlldgg_/d/lggf}}f,«#Ld/}E’J)}gf!fJTf/i'%iﬁL?{ug
et a Ll

(Bonus Proposal cannot be withdrawn)tﬁ lo.l,-'uf.‘; u":lu( Z,:f“ J U) 4.8
LE g UL S iy N\ ree St SIS ISl S P

(Provision in the Articles) u"’ Li"(uf.' Jg g9

éiﬁ.lujzfﬁ{ﬁruﬁ;ﬁ‘%lgtn(@lqv SASASTETLHE L LKA S5
b/ g e T U 1 5 STHET u@t/u’g;w/" §r L %Lé_/{/};‘é’}//g
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K
(Increase in Authorized Capital) L\ .10

St & (Authorised Capital)i.h/ 2 & 6{‘%4;2_/&'}//{4 &b QJ;’ s $nr U
_élgd:c«/’lgld/(PrOposed bonus issue) s 90if St fe S

(Prohibition of Issue of Bonus Shares :)’VJA./d/lggfi uj:,’“&zjéu’?gul;»d/uﬁb‘l A1

by Revaluation of Assets)

-1)) ug';f,/t?4/5£6—9—1994;'m 9/94 (Circular number)/%/Lfﬁ;ﬂL(}’;{
Lf}7 J};fcui'//lé}'LbLn'%c;uﬁﬁu@»d/u;b"!o//.’:‘{j{(ﬁé/f‘agéb/(a}wj/f/}l
LESE Sk

(Accounting Method) <&/ / K LE361 8.9

(Cash Bonus) J’ :Zfﬂ]
(Bonus Amount is paid in Cash) U::«J!‘J.Lﬁ)‘jgﬁj(fu’)f °
Profit and Loss Appropriation Ac Dr
To Bonus Payable Alc
Bonus Payable Alc Dr
To Bank A/c

(Bonus Share) u‘j L/. 4 e

S SBF et e S IE L S EL ST Sl pn S e ek
_w%)})iﬁ"jl}{{éc}J’<+&@J<Capitalisaﬁ0n of Profits)

Je KébﬁJL/mf J,b;b»w4u“7 Z A

(Utilising profits in paying unpaid amount on the Shares held by the members)

1. When Amount transferred for Bonus Payable to Members
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Profit & Loss appropriation Alc Dr

General Reserves A/ c Dr

Capital Profits Ale Dr
To Bonus to Shareholders A/ c

(Being Bonus amount transferred to Shareholders)

. On Making Final Call on Shares

Share Final Call A/ C Dr
To Share Capital Alc

(Being final call on shares due)

. On Adjustment of Bonus towards Final Call

Bonus to Shareholders A/ C Dr

To Share Capital Alc

(Being amount of Bonus adjusted towards final call)

(Issuing New Fully Paid Shares) 6/ UJQ’UM? nﬁ!)lg}[ Z_(B)

. For Transferring the Amount for Issue of Bonus Shares

Profit & loss Appropriation Ale Dr e s
General Reserves A/ c Dr

Capital Redemption Reserves Alc Dr

Share Premium A/ c Dr

Any other Reserve Alc Dr |77

To Bonus to Shareholders A/ C st s

. OnIssue of Bonus Shares at Par or at Premium

Bonus to Shareholders A/ c Dr sk H %
To Share Capital A/ C e s %
To Share Premium A/ C
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(J;iu:g)éd/(Fully paid Shares at Par) u",}l;:‘}{4¢£d;u)

1J&

< (Capital) b7 ¥22,8,50000 U5 P (41 £ 22,100, £ (ABC Co.) 5 sde
(General Reserve) 763655 £ & - FEEnF L L 50 F7 50000 = Ut P2 1 o
L LE St 11 L2 Paniin b AP0 L 20/3,500005 4908 it 125,00,000
=61 S (Articles of Company) J2TZ G e K SIS e
SO ABCY TL L Sgd e R L7 Jt e FOS S o s et

—e oSz
(Solution) J’
LS 20U S u‘{ ¢l
Journal Entry in the Books of ABC Company
General Reserve Account Dr 350000
To Bonus to Shareholders account 350000
(Being Bonus declared)
Bonus to Shareholders Account Dr 350000
To Share Capital Account 350000
(Being Utilization of Bonus towards issue of 35,000
Shares of 10 each, and distribution in the ratio of one share
for every two-share held)
2Je

it AT 20218431 EUES L X

Particulars Amount
60,000 Equity Shares of X 10 each 6,00,000
Capital Redemption Reserve 45,000
Plant Revaluation Reserve 15,000
Securities Premium Account 52,500
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General Reserve 15,000
Profit & Loss Account 75,000
Capital Reserve (including Rs. 37,500 being Profit on Sale of Ma- 1,12,500
chinery)

LJ2d T A S50 P Pie @D AP Ly e s i i
eSS f s i S I S ol S

(Solution) J’
Journal Entry in the Books of X Company
Date Particular Amount | Amount
Capital Reserve Ale Dr 37500
Capital Redemption Reserve Ale Dr 45000
Securities Premium A/ Dr 52500
General Reserve A/ c Dr 15000
To Bonus Shareholders A/ c 150000

(Being the Bonus declared by issuing 1 bonus Share for
every 4 shares held as decided by company in general
body meeting)
Bonus to Shareholders A/ ¢ Dr 150000

To Equity Share Capital A/ c 150000
(Being the issue of 15,000 shares of T10 each by way of
bonus)

:/z/%(-cé-ﬁ(ggufdlﬁ“!K(Revaluation Reserve) ;/z/ﬁ!x&:dzﬁgéﬁé_/d/tgu‘ﬂd;f :‘j]
_‘leglg.l{-@l.ﬁ"!“iLuj;fc;!‘al:‘mfibufg/}ﬁﬁ(Capital Reserve)
3Jé

7 St P e I 0 S e 10207 G50 1000000 S 7K L
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e WA TU1 e 85 sird Dssp P e iy K290 92,00000 U CH i
_KZ.lg.lf’/J,A{"ufyoﬁbl/vubg}[/u@Qﬂoﬁl}lé/?d}iwﬁr‘(l)
uﬂfﬂ.{lﬁ:éLﬁ“/égui'j:iu'/“ﬂﬁdlg’%;Jjujxaqlﬁéjﬂmfw/u@yfiﬁ )

e nined
_Qj/'/c«lgul’gfidnﬁau Jal.)""ﬂ&,.yzﬂ
(Solution) f
Journal Entry in the Books of Company
Date Particular Amount | Amount
Reserve Fund A/c Dr 92,00,000
To Bonus Shareholders A/c 92,00,000
(Being Amount of Reserve Fund transferred to Bonus
Shareholders Account)
Share Final Call A/c Dr 20,00,000
To Share Capital A/c 20,00,000
(Being Final call due on 10,00,000 shares @ Rupees 2
per share)
Bonus to Shareholders A/ c Dr 20,00,000
To Share Final Call A/c 20,00,000
(Being Bonus to Shareholders applied towards meeting
the call due)
Bonus to Shareholders A/ Dr 72,00,000
To Share Capital A/ ¢ 60,00,000
To Share Premium A/ C 12,00,000
(Being issue of 5,00,000 Bonus Shares of Rs 10 each @
Rupees 12 each at a Premium of Rs 2 per share)
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4Je

e 50920205431 1K £ Axis Ltd

Particulars Amount

Authorized Capital

15,000 12% Preference Shares of Rs. 10 each 1,50,000

1,50,000 Equity Shares of Rs. 10 each 15,00,000
16,50,000

Issued and Subscribed Capital:

12,000 12% Preference Shares of Rs. 10 each fully paid 1,20,000

1,35,000 Equity Shares of Rs. 10 each, Rs. 8 paid up 1080000

Reserve and Surplus

Capital Redemption Reserve 30000

General Reserve 180000

Capital Reserve 112500

Securities Premium 37500

Profit and Loss Account 270000

Secured Loans:

127 Partly Convertible Debentures @ Rs. 100 each 750000

4120¢ 1S S-S (Final Call) K 0 2024077 1 135,000 420200 411
S L L7 o p 2 5L /’us;uz_o*{ AL E T (Receive) Uy £2020
=F £ 515 (Amalgamation) (&1 2 55 205k £ 2 3037,500- b6l S 1= (Rate) U
&tk U (Capital Reserve) 765 £ 247 e JE 26227500 £ 7 00t Ske S0
AL 3108 L b J 4200002 £ £ 4520 JEBHE 200 60000 4SS 2
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LSendwtr”

Foi % ‘L&%gblgl/lidﬂ/}é%c&i SU s f ol Sl Syt o S &7
(Convertible Debenture Holders) JJ,Un/.f:"qug o JG’ ,l{’/r,J/ < £/ A u‘{ g A - 6 LJ l};!

s Z

(Solution) J’
el f 2o Sl o
Journal in the Books of Axis Itd.
Date Particular Amount | Amount
April 1 | Equity Share Final Call A/c Dr 270000
To Equity Share Capital A/ c 270000
(Being final call of X 2 per share on 1,35,000 equity
shares due)
20 | BankA/c Dr 270000
April To equity share Final call Alc 270000
(Being final Call money on 1,35,000 equity shares re-
ceived)
Capital Reserve (Realised in Cash) Alc Dr 60000
Capital redemption reserve Alc Dr 30000
Securities premium A/ ¢ (37500-7500) Dr 30000
General Reserve A/ c Dr 1,80,000
Profit & Loss A/c Dr 37,500
To Bonus Shareholders A/ c 3,37,500
(Being the bonus declared by issuing 1 bonus share for
every 4 shares held by utilising various reserves as de—-
cided by the Company in General Body Meeting)
20 Bonus to shareholders A/ c Dr 3,37,500
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April To equity share Capital Ale

uity shares of Rs. 10 each, fully paid)

(Being the Capitalisation of profits to issue 33,750 eq-

3,37,500

(ol L s Ao P DF2020U 41 30U BFIKLE
An Extract of BALANCE SHEET as at 30th April, 2020 (A fter Bonus Issue)

Particulars Note No. Amount (Rs)
1. Shareholder’s Funds
(a) Share Capital 1 1807500
(b) Reserves and Surplus 2 292500
2. Non-Current Liabilities
(a) Long-Term borrowings 3 750000
Total 28,50,000
(Notes to Accounts) L/‘ jégfb‘ 711
Particulars Amount (Rs)
1. Share Capital
Authorised Share capital
1,87,500 Equity shares of X 10 each 18,07,500
15,000, 12% preference shares of X 10 each 1,50,000
19,57,500
Issued, Subscribed and Fully Paid Share Capital
1,68,750 equity shares of X 10 each, fully paid 16,387,500
(Out of above, 33,750 equity shares @ < 10 each were issued by
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bonus)

12,000, 12% preference shares of X 10 each 1,20,000

Total 18,07,500

2. Reserve and Surplus

Capital Reserves (1,12,500-60,000) 52,500

Securities Premium Reserves (37,500-30,000) 7,500

Surplus (Profit & Loss Account) (2,70,000- 37,500) 2,32,500
Total 2,92,500

3. Long-Term Secured Borrowings
Secured 12% Convertible Debentures @ 100 each 7,50,000
(Out of above 1,50,000 Debentures @ % 100 each to be converted

into 15,000 Equity Shares @ Rs. 10 each on 1st July,2020

Total 7,50,000

(Working Notes) g/‘ I

UL 1L P Sk s SIS B

e U Lia s 2 g sk S Ut B Qb 11 L SEBT 2

o B a6 LS Sl S FE I L)L, S SEBL 3
S SE A ST et B LU LT S GES U S P S
EA I LT IS i 5 6 i) Qede o/ L i 5
LT e S Ut

Gl L& 1L 2 5,2,500000% (Authorised capital) £ S Vol » 4
S Tupin 6ot tiesitdz

Issue of Bonus Shares to Equity Shareholders {22,500 x 10] 225000
Issue of Bonus Shares to be issued to Debenture holders after Conversion 25000
[(20% 0£5,00,000)/ 10]x 1/4 x10 250000
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(Glossary) u@/ 8.10

u(u"jé"ujjf"uh?!/u@gu‘biuﬁr’%ladfd/g}’{fuj;f :(Bonus Shares) gfﬂ‘f!’ .1
_‘LG’C/( S U tmd s Py S Sk gyt e A glu"*f PSP (P

AUl p e "Hos i b L 243) P £2013 2815 (Free Reserve) Absess .2
_w??;éifﬁ‘ PSS [ NS q}umﬂj{ d

P F L7 o (Cut-Off Date) Bt 5T B34 A(Record Date) Bt Sk 3
= ¥ o;ujf/;@/t'ﬁ/@/uﬁ&%@g{.ﬁ’ﬁcﬂu@hfﬂ(ﬁ-‘agé oL
-ZunJ;LL/JmJ"Jz

T K Lt 3o S & L= G §36, (Ex-Date) b 31 .4
e buta P T il e bk s L L w i L P

Stk 3§ L 2L P” s (Eligibility of Bonus Shares) e P2 U1 5
CBNEL AL Phe F e ST RF e b

(Model Examination Questions) < Ul dg“,&}j 8.11

(Objective Answer Type Questions) »:«Ulr‘d" el

LSt i B v e S A s e 1
e P s i LS LT FEE2013 L5 2
(/& )t LS g, P70 3
(uke/ f L%gu?m;u:uzwégﬁmﬂ S 4
(W/éé)-cz_ (LU At sl Loy 5

S

EE WE () section 63 ) Sy (1)

(Short Answer Type Questions) ey b=\l Ve

?wég_;u’a_wéﬂuﬂ 1
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_Q/wu;d/ﬁl}d/é_/d/lgﬂ/vu’},{ 2
e SIS S 3
_Q.“//“/:}’/(Regulations)ﬁt'oﬁ SEBI 3 121 Z P2 Uy 4

SIS LS S
(Short Answer Type Questions) e lvécal:l:?d,’,)’

-q/yu;gf/‘u&znﬂg/,di//w&{.l

i P b6, e e U AU B0 7 541500000 S5 T L1 2
bl/vubgf"(/u"’ﬂu/'/b!/?/)’da'/.d'_(}’;{.bau’%g‘%uS0,00,000ufdjfg!ﬁuzjﬁ(}’:{.uj
Sl bt 260 L L8 S a LA S kP Skt

zéb’/’:/}bg}[:’&}/IOZ:.Q/"C‘_—U:U?‘L&}//?W&}Q1,00,000%@/0}7{65/»/@ 3
‘%)JSLfJ!f:-‘éJ/ uwKJ/,5'%514,50,0005,/”‘425,//"1Kf%u10,00,000%416‘{ oy
dJJﬂéf;/tJMUinz-‘gtwﬁ;t;’zuiﬂ&:@a}1;¢4/}f4(§4igf’7&
e 320

el et e AT B 10267 (41200000 SF ST L 4
e e 25 i s e B0 K s 70,00,000 SLLEGE Lol A7
e VUL S
_KL@MJJ?ufu“ﬂo}«m/?ubJj/u@gf"o}uwkdmuﬁr ©)
A7 L LS T S e Singe o LB v 1 (D)
TSl S 260 P saSehd o sin LS %12

muu,/hj‘(;c}ufw"&i_u10V§tﬁz_utu?u:‘u“7¢3;£ﬂ 1,00,000 Jg&}‘f.{l 5
SUH - (S Ul 67 L 221 4,50,000 0951 & 25 5,7/6%5,10,00,000 7, L -
sa Skt U pin e bl &3 L2 L G St b Py i, L7 G
S ebit S 28m fe
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(Suggested Books for Further Readings) J.t m)/ '/“}{“ “i L b4 / 8.12

1. Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan Chand & Sons.
2. Advanced Accountancy - Shukla and Grewal, S. Chand & Co.

3. Advanced Accountancy (Vol-TD) - S. N. Maheshwari & V. L. Maheswari, Vikas.

4. Accountancy—III — Tulsian, Tata McGraw Hill Co.

5. Accountancy—III - S.P. Jain & K.L Narang, Kalyani Publishers.
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(Valuation of Shares)

Structure

Introduction

Objectives

Meaning & Definition

Concepts of Valuation of Shares
Need of Share Valuation

Factor Affecting Valuation of Shares
Methods of Valuation of Shares
Glossary

Model Examination Questions

Suggested Books for Further Readings
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9.0

9.1

s 9.2

KBS 9.4

e Pl 9.4

JIFl sl Sl 587 9.5
’é)&ﬁrbu‘ﬂ 9.6

£/ 9.7

=382 9.10

S S5l L by 9.11



(Introduction) 47 9.0

§ S I 6 L teathector s S £ 5§ e
et PPN LS AL OB P LGEPT it Ll S ST e
ST ST L LT Sarin b SO e O e S B STt G
o Jred  § 7 (Stock Exchange Quotation) S Q’»'{lJ L gw,;‘f’{% oS u
ce bt S e B AP e Sy A ST Lo S

4u’l/;luj7£<;5b/b? Ut 25 (Tax Lawswfu}u“gﬁcj_ Z.58”7

S7 e L edE S LF i wlend Ka eSS

a3l Selhed &~ - Jlg g £l g (Quantitative Techniques)—& .45 .5

e M Ted JW&Z@@.W&uQ& SIF6un’ Snd? o 5L Demand & Supply)

ot § 7 Losd o & e oot b 9967 Lo woipd? e Fodrb
e EuiAl

-Lgalgd/a,?;d/_’;l{ﬁjﬂbuﬁd/ﬂi&{/{,/?"bugujagﬁﬁu'c:»/.d//ﬁd/gf’ﬁ
ce Ut e LuE G e i R LSS ST e O
-4_3/ ¢ 56 $(ntrinsic Value) =3 31 & §*” (Market Value)ed S otz Gi)

(Objectives) ##E 9.1

-Z%’/&@JJ.?/#?/TML&WL(EQJI
LSS e
e P f e
I e 387 e
EEAE LSS e
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(Meaning & Definition) (!/V 8 9.2

ftﬁuﬁu;/@t/caﬂdﬁdt/fuﬂ}’{u{l -c‘_L“Mu“i.«?w’}z’v{IKg/uﬁd/K,L/fu@'{-(a
el A PTEE S ML e

SP7 e JIapE Ll n L iin PP o ree $657 S50 7O
&/UC’/L? JZ.L/L(}’{u/&»f(fﬁd/u"]u/d/@/;l:c‘_(face Value)ed Sl JJI:,JL
-

e dMe s A (e

Lessputedhe ime ol $5 bS5 7 rarl = Gtur S, L5
LEI L L el i

S -+uf~@co€¢ﬁto}£rnfuld&"’>nfu”‘7 -c‘-Jfﬁ-/ui;K&»fﬁ?Ju“ﬂg

S Sl St wsiee Qemp b 2207 SU7 T A Llah Ll & szt jesi

F RS BT P S = d T e e i e i S el amar§uned

i:é’i_/”(Uf'-c‘_CC/(’L‘“‘o»,’fd/u‘ﬂ/l{,L/VchnL/JWIKu;@/’Alu;’}MGJﬂgm{-c‘_t‘/ﬁ,a

L 2 Iri$ob L& o bt 2 S o g:é./u:;&:,&fu“’/.’,mwz./ﬂ/?w’/u

-uj/g/4¢uw&;/;u£&{ PSR NS A

(What is Valuation?) S |/2.3

AT LS e 3PS bl e e GiB ST Bl £t S iy
SR L3 E PP e L L mig s e bn R st e Qe ged
-‘gwu’?’;LL/ﬂ/’:.;Lﬁu,ﬁtéwq}duﬁz_/gL"a{&ﬁ""?"d/wﬂu::ﬁ;u‘/guu?
Qe $ i s end LL e S QAL S MA@ rDnnr S ot Rk
L1t EQUE ST et Sl SUreei s e/ sl 2K A L
e CEud s LU

: 36 £(46) 2% £ (Companies Act 1956) L1
A F et e M T F n et v LK, SLFE S
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Y- (,u et/ (Dividend) 428 et e (L Eb 2 25K 2~ G et sl <t L (Shareholder)
(Lau:;KuP} J@?{qu‘ﬂL:LLWWML;»fd;g.gfuu?mrufukj Ju“”@/;uﬁu:@}’{u@u
_‘Lt‘tgg{,aﬂlad/@u%ﬂﬁ/’{&Q/I%ﬁd/ﬂf?/?

(Concepts of Valuation of Shares) /rﬁ K. d/ uﬂ7 9.3
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(Need of Share Valuation) < s # d/ Lﬁy}.)u&ﬂ 9.4
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(Factor Affecting Valuation of Shares) J T4 LUL/ b C‘f:(/ﬁ d/ gf’i 9.5
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(Dividend declared by the company in thexkys s/ ywl = 4 § o 21
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(Demand and supply of the shares of the company .+ § A~ L{ﬁr 2
(Nature of the business)e 5§ 4s.6-3
(Future prospectus of the Company)ujéf !/?KJ;“V KJ{ 5
(Government control over the company) Js #% K:/);/?J%f -6
(Financial Ratios) —£3U-7
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(Capital structure of the company) &'lo36_. /LJ{ -10

(Number of shareholders) s, 4~ _11
(Management of the company) (LE:'KJ‘{ -12
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(Methods of Valuation of Shares) Zi— / ) d/ u@ﬂ 9.6
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Asset-Backing

Method
Method of _
Valuation of Y'K/'&Egged
Shares

Fair Method

(Asset-Backing Method):.s A 26.(1

‘uﬁa,wug_%wuggru£%/&4ﬁw¢:4unf+3@J,ﬁ4;g&Ju}w£6{fug
\ (Intrinsic Value Method)s ¢35 f 1< Ju,lc‘_&lgu(/?;l‘%u(dﬁ‘:’? d/ujmf,(j{/ﬁu(u"]
VoF pebi$used £ L/rﬁl’”o»fgd/ujw‘uf%ﬁg/’Uw/}-“~§—t“‘elfugﬁe/’%lz‘«tf/ﬁ&"
gu.‘.;%ﬁd/ujt"ifléﬁﬁ{%:} L K3 P U1-e Qebed rs S SUTE Ut v et
et

Ju‘f::ﬁ,u‘l-&tgJ(Ppéd/u“”.{iﬁﬁ‘awgfzﬁz_;lﬁ&u‘j/ﬂmﬂuwLm
FrUNUA S te S SE AL e P/ ade S H A (ks e AEUN5 S
it eenl @ P Lbd KA LBl e U E it Y
Pol F e LK b a5 bk L ARG 3 Ao P
U387 ke £ —a ol g8 SUT b Ul —c bl b L7 28 S Ut
'93%541&'*5&? &

Step 1: Add: All the Assets at Market Value

Step 2: Deduct: All Liabilities (Including Debentures and Preference Shares)
Step 3: Result = Net Assets

Step 4: Divide Net Assets (As Arrived at Step 3) by Number of Equity Shares.
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The Formula to Ascertain the Value of a Share:

Net Asset Value of a Share = Net Value of Assets-Liabilities-Pref. Share Holder’s claims

No. of Equity Shares

(Yield-Based Method): s #&* 4[},« .2

e b e L wsd 2o (02 5L UK 2t AT S S g K 34T
S Ky Lot Lottt 3 PG duTetd Ure QoS pi§0uT A7 SUz-o
Eya /u//::u:c,//uu_c‘_aétuézoa/,‘ﬁ c‘_mju"’ uglgd?_ulOOgjfd?_ulSOcé?{i
:Jn@kl

Yield =20 x 100/150 = 13.33%
Yield may be calculated as: Yield = Normal Profit x 100
Capital Employed

e tS e E 2 Bt A Kt 2t ISP U S C - (Normal Profindi-ct e
et KNI

Jedl LU 8 ?éjjér)u’cd%,t - 416 (Capital Employed) f»’LL;:U:;( o
et G S F U S L P (S S35 Ll

_‘Lglgd/éu;@)'»uuﬁd/u‘ié;&JK.‘Q)G{,;&AT
S (i) SESCe @)

(Earning Capacity Method) :s:{. Cee_Gi
b d F S L et S b LSt ik £ 8 b
o= ST Med$ SEeIL LS d S 7 ko b S U
&Lﬂf/yut{,m%mdL'/&?o;/uwlé&{/%mﬁd/u‘jfu‘?,Qu/’u’;g&JM YL ISTEL

ot
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Value of Share = Rate of Earning x Paid up value per share

Normal Rate of Return

KmézzK/u»uf;cuui"cj_La_é_.,wgufgf/’-:’ivé?,}‘f/ﬁw

Rate of Earnings = Profit Earned

Capital Employed
L. m%lf:gﬂéVLU} l—L>6U1 «(Estimated future eamings)JLfd/gﬁV Za

-
¢

Past profits must be adjusted in the light of following future expectations:
Add:

Abnormal Loss

[Income expected in future

Stoppage of future expenses

Less:

Abnormal Gains / Profits
Income from Investments
Non-operating Income

Operating Expenses expected to be incurred in future

Stoppage of future earnings
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Adjustment:

Managerial Remuneration: It can be added of can be deducted on the basis of
managerial remuneration paid in future.
[f it 1s estimated to be paid in future 1s in excess, it should be deducted.
[f estimated to be paid in future is less, it should be added.
Income Tax: Average profits should be calculated after deducting tax at
current rates.
e P 2 s sl LS 2 (ol et oo (1
VNS =) ERY BN 4 AN L
_ngt[JLﬁz,u?“gﬂ“ft{uﬁ:muﬁfVﬁ
e Kbt LIS 107 frz s £
W 4_»6& 5@/;4;g&d/ /’T@fﬂ =5, G605 Je1:(Capital Employed) (621~

~< bkl

Calculation of Capital Employed

Add All fixed and current assets at current market price:

Note:

Fictitious assets such as Share issue expenses, discount of issue of
debentures,advertisement expenditure, underwriting commission should not
be included.

Investment is the amount invested outside the business and in the nature of

non-trading

assets, therefore should not be include in assets.

Deduct: Current Liabilities such as Creditors, Bills Payable, Bank Overdraft,

Outstanding expenses, Provision for taxation etc.

Capital Employed = All Fixed Assets — Current Liabilities
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_uf@.,whé&?/,;g&d/au’ﬁs@nu:ajﬂ Je(1

Particulars X
[.LEQUITY AND LIABILITIES:Shareholders’ Fund:
1,00,000 Equity Shares of 210 each 10,00,000
Reserve and Surplus 3,00,000
Non-Current Liabilities
8% Debentures 2,50,000
Current Liabilities 2,00,000
Total 17,50,000
[I.ASSETS
Current/Non-Current Assets:
Sundry Assets (including goodwill) 17,50,000
Total 17,50,000

Market value of the assets 316,00,000. Company earns profit of 35,50,000

per annum after interest on debentures but before tax. Normal rate of return

in such type of company is 10%. Assume income tax rate is 40%.

S

Capital Employed = Sundry Asset as per market value — Current Liabilities

=16,00,000 —2,00,000 =X14,00,000

Profit after Tax = 5,50,000 — 40% of 5,50,000 = 5,50,000 — 2,20,000 =X

3,30,000
PAT + Interest on Debenture = 3,30,000 + 20,000 =% 3,50,000

Rate of Earnings = Profit Earned

Capital Employed
=3,50,000/14,00,000 x 100 =25%
Value of Share = 25/10 x 10 = Rs. 25 Per Share
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(Dividend Basis Method) ::L&Jﬁc}uﬁ-(ii

KO-t/ T I G Gl L e Qe Sredtd Bl L2 b s
A e kiGN I A Pt et Sl e S b G Kl L2006 2P e o
U/ re§(Expected rate of return) e+ U/ i 587 w2 LKzl U _c‘_up&{@xfu(
_‘Lgl?d/ FoL S 2itv «(Normal rate of return)C

Value of Share = Expected rate of Dividend x Paid up value of share

Normal Rate of Dividend
}9?:+M68V0}(u f¢9w9évc;ép/,u‘¢%,,1oodm,wf;?{ﬁ/,ﬂbédc»
Srpedd
(9/9) x 100 =Rs. 150
e b8 Pt itnd LL G Aobed ST eF L 8 AE g

SISy Py g (Ascertaining Expected rate of return)vg=_6¢ /dr”d/ Lhyie

Profit of the Company

Less:

Income Tax

Transfer to Reserve

Transfer to debenture sinking fund

Preference Share dividends

Profit available for distribution among equity shareholders

el e o el Fand L TP 2 S

Expected rate of return = Profit available for distribution among equity shareholders x 100

Paid up equity capital
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S

Value of Share= Expected rate of Dividend x Paid up value of share

Normal Rate of Dividend
K S s 200 S B S P A
Value of share = 20/8 x 8 = Rs.20
:Je(3
From the following information of a company, calculate the value of equity
share:
Equity Share Capital (issued) 80,000 shares of 210 each
Paid up Equity share capital X8 per share
12% Preference Share Capital 30,000 shares of *10 each fully paid
Transfer to General Reserve Z18,000
Rate of Tax 40%
Expected Profit before tax 34,00,000
Normal Rate of Dividend 16%
S
Step 1:- Calculation of profit available for the equity shareholders:
Profit of the Company 4,00,000
Less: Income Tax 1,60,000
Profit after Tax 2,40,000
Less: Transfer to Reserve 18,000
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Less: Preference Share dividends

2,22,000
30,000

Profit available for distribution among equity shareholders

1,92,000

Step 2:- Calculation of Expected Rate of Dividend:-
Expected rate = Profit Available to E.S.H x 100

Total paid up equity capital
=1,92,000/6,40,000 x 100 =30%

Step 3:- Calculation of Value of share:-
Value of Share =30/16 x 8 =Rs.15

(Fair Method) : 3 A& y2d -t+.3

uif'é/“/a’_/‘_)tﬁﬂ Intrinsic Value {.LL/(P@Q{JJ‘]}?wéleMi:
t‘/ﬁl}u@ﬂcd:@/’uéguﬁg/@ L/ﬁu(uﬂ],:J/Uﬁf.’/u.?z—/z;;é{}&{/ﬁqb*wﬁt‘ -

& —~+(Fair value) = Intrinsic value + Yield value / 2)

-
¢

e B A Ldtds U (4

Equity and Liabilities Rs.
Share Capital 25,000 Shares of Rs. 20 each 5, 00,000
Reserves 1, 80,000
Profit and Loss A/c 1, 61,000
12% Debentures 4, 00,000
Creditors 44,000
Provision for Taxation 50,000
Employees Provident Fund 1,05,000
Total 14, 40,000
Assets Rs.
Goodwill 2, 10,000
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Plant and Machinery 3, 00,000
Furniture 50,000
Investment at Cost (Market value Rs.4, 40,000) 5, 00,000
Stock 1, 80,000
Debtors 1,20,000
Bank Balance 50,000
Preliminary Expenses 30,000

Total 14, 40,000

P it § 202,835,000 52 it S aee a0 2,50,0008 WS Ui ot s ié
SO 387 LS5 p$ gl e ety el b AEUs? Sl T i

S

Step 1: Calculation of Net Assets:

Net Assets = Realizable Value of Assets — Outside Liabilities
Goodwill 2, 50,000
Plant and Machinery 2, 85,000
Furniture 50,000
Investments 4, 40,000
Stock 1, 80,000
Debtors (1, 20,000 — 7% of 1, 20,000) 1, 11,600
Bank Balance 50,000
Less: 12% Debentures (4, 00,000)
Less: Creditors (44,000)
Less: Provision for Taxation (50,000)
Less: Employees Provident Fund (1, 05,000)

Net Assets = 7, 67,600

Step 2: Calculation of Valuation of Share:

Value of Share = Net Assets / No. of Equity Shares
Value of Share =Rs. 7, 67,600 / 25,000 = 30.704

_q/u?KJﬁJu“’&,ftLwiuL.‘g}g}fg);gs;atk'd,seu&"’;&r: Je (5

167



Issued Equity Share Capital 20,000 shares of Rs. 10 each

Paid-up Equity Capital Rs. 8 per share

6% Preference Share Capital 2, 00,000 shares of Rs. 10 each fully paid up
Annual transfer to General Reserve 20%

Rate of Tax 50%

Expected Profits before Tax Rs. 4, 00,000

Normal Rate of Dividend 15%

S
Step 1: Calculation of Profit available for Equity Shareholders:
Expected Profit before Tax 4, 00,000
Less: Tax @50% 2, 00,000
Profit after Tax 2,00,000
Less: Transfer to General Reserve at 20% of 2, 00,000 (40,000)
Profit Available for Shareholders 1, 60,000
Less: Preference dividend 6% on Rs. 20, 00,000 (1,20,000)
Profits available for Equity Shareholders 40,000

Step 2: Calculation of Expected Rate of Dividend:
Expected Rate of Dividend = Profits available for equity shareholders/Total
Paid up Equity Share Capital x 100
=40,000/ 1, 60,000 x 100 = 25%
Step 3: Calculation of Value of Equity Share
Value of Equity Share =Expected rate / Normal rate x Paid-up value per
share Value of Equity Share
=25/15x8 =Rs. 13.33
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(Glossary) fz/ 9.7
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(Long Answers Type Questions) :AJI/J’ biaglﬁ‘j +

Net Asset Method (vi
The following is the summarized Balance Sheet of ULTRA Ltd. as on 31% March, 2021.
Equity and Liabilities Rs.
Share Capital
Issued Share Capital of Rs. 20 each 8,00,000
Reserve 1,80,000
Profit and Loss A/c 80,000
12% Debentures 2,00,000
Current Liabilities 2,60,000
Total 15,20,000
Assets Rs.
Fixed Assets 10,00,000
Current Assets 4,00,000
Goodwill 80,000
Preliminary Expenses 40,000
Total 15,20,000

On 31* March, 2021 Fixed Assets were revalued at Rs. 7, 00,000 and the
Goodwill at Rs. 1, 00,000. Compute the value of Company’s share by Net
Assets Method.
Ans: Rs. 18.50

(vii
The following information is available for X Ltd. 1s given below:

(i) 1,500 Equity shares of Rs. 200 each.
Gy 7000 12%Pref. shares of Rs. 100 each
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Gi)  The Normal Annual Profit after tax is Rs. 2,80,000

vy The company is required to transfer @ 10% to Reserve

(v  The Normal Rate of Dividend in Mkt. 1s 14%
Calculate the value of shares through Yield Method

(viii
Following was the Balance Sheet of X Ltd. as on 31% March, 2021.

Equity and Liabilities Rs.
Share capital
1,000, 12% Preference Shares of Rs. 100 each 1,00,000
3,000 Equity Shares of Rs. 100 each 3,00,000
P& L Alc:
Opening Balance 26,000
Profits for 2008 3,74,000 4,00,000
Provisions against
Fixed Asset 75,000
Investment 15,000 90,000
Creditors 2,10,000

Total 11,00,000
Assets Rs.
Fixed Asset (Excluding GoodwilD 4,00,000
10% Government Securities (Face Value Rs. 1,00,000) 80,000
Current Assets 5,10,000
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Preliminary Expenses 1,10,000

Total 11,00,000

You are given the following information:
The Fixed Assets are now worth Rs. 5, 50,000.Public companies
doing similar business show a profit earning capacity of 10%.Profits

for the past three years have shown an increase of Rs. 40,000 annually.
(ix
Following information are given:
() 10,000 Equity Shares of Rs. 10 each fully paid
(i) 1,000, 12% Preference Shares of Rs. 100 each fully paid.
(i) Reserves and Surplus Rs. 15,000
(iv) External Liabilities: Creditors Rs. 12,000, Bills Payable Rs. 6,000

(v) The Average Normal Profits (after taxation) earned during the year
by thecompany Rs. 28,500

(vi) Assets of the company include one Fictitious Assets of Rs. 800
The fair or Normal Rate of Return in this type of business 1s 10%.
Calculate the FairValue of share.
Ans. Net Assets Method Rs. 10.22, Yield Method Rs. 16.50, Fair Value Rs.
13.36

(Suggested Books for Further Reading) U (/5:./ % 5 “i L bir 99

1) Corporate Accounting-Md Hanif & Amitabha Mukherjee, McGraw Hill Education (India)
Private Limited.

2)  Corporate Accounting —V.Rajasekran & R. Lalita, Pearson Delhi
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(Valuation of Goodwill)

Structure

Introduction

Objectives

Meaning & Definitions
Characteristics of Goodwill
Elements of Goodwill

Types of Goodwill

Factor Affecting Goodwill
Accounting Rules for Goodwill
Need For Valuation of Goodwill
Methods of Valuation of Goodwill
Glossary

Model Examination Question

Suggested Books for Further Readings
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(Objectives) »¢» 10.1
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(Characteristics of Goodwill) a&vr“? d/ J}% 10.3

oY1 y u?wLuLtgé.ﬁm;}l}JG; /»z,lémmﬁglglf ui’ jlf_/@ub/z.u -1
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{,/}bdﬁﬂ LIJ}I‘LJL? d/jlrﬁcéﬁ/' d//p/({_/{/ﬁd/dg«/f :W!&;L&;)JAUK 5
CEpY U s

U toin 723 S o par e (ol =5 ST SE 2wl 606 2 -6
-c‘_&ndfld/ujt‘iuduo;/wb/;lc‘_(}m;y’)?/d/(j/l,g/’

ety e e SOU s KT ioszr .7

BB A L, 6

(Elements of Goodwill) ~(# 5&3% 104

I‘Lsﬂg}:ﬁ. Vst VJ,;’Z-//;‘;;)"'EJ}% S ‘LC'/({}{“ cd’g et
(Number of Customers)-u2 #dcf A -(a
(Organizational Expenses)-al?v’l&g (b

(Patents)-‘/% (c
(Secret process & Formulas) W -5 -d

(Franchises)-i7\ } (e

(Copy Rights)-‘f‘/ud? ¥ (f

(Trade Marks, Trade Name & Brands)-)jvl/.m(t&/g{“ JAxs (g
(High Earning Capacity)-=356d3u¥Ls (b

(Licences)-u™" s -G

(Types of Goodwill) (L:;!d/ J}% 10.5

(Purchased Goodwill): s/ 3)46,57'-(21
(Non-Purchased GoodwilD) :Js % Gs.s/Usi/, Gnsas # (b
(Purchased Goodwill) : s (x$.s (a
d/u;t‘igf}l}o;/“ lpg/d/d/l,t]’ &(d/l;l/;l‘gt‘tgl,t]'/L;/K(jf?%‘ggnl%:ﬁﬁu’ldﬁfgndé/'
w7 S U 5a7 S U S S 361 O £136 576 AS-10 —e (o nd ot
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(Intrinsic Goodwill/Non-Purchased Goodwill) :Us ¥ Bsss/Us i Sss s’ # (b

Gkl el e ) e d 2o § Ude P 2 e 8 QLS A U i dar

St _‘Lanl%il/jlficﬁ}cgﬁ SsEi Ao sl bl Uil s »l4 ¢o#(Internal)

ced e ST Lo d S ask b § 5 cae B i e -+6ﬁﬂf&aﬁzﬁ
e dnf e Ui L as b ae (n ot

(Factor Affecting Goodwill) 15 Lyl S o, J;% 10.6

_/.L:V/’):C'KQL/‘F’/&L&}W -(a

ety B e B KL K S (b

ek (e

PR SRS JL(l}/?u?/'f/:z_,ybu{Jle < 9[5/ S w}ngf Lass (d
U BESIA F s p Oy BT o ke U
s

Bl i i S o Jn B Sebr SR aokfi et IS Ak (e
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e B Ut e o8P Q6 LB o id 1 Fleilon sy ol
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e Frd Ao e JEN Kbk
du‘f_bab’/'/u u:Lw,ufu‘]w/m/,»).{ud-LLJ/JLzuuﬁ/ﬁJ/gm{uﬁ_w,deu‘f
e F IS Lo PO i e b LA S

(Accounting Rules for Goodwill) Jr“ l;C,«W;CJ;% 10.7

:u}'df,)’@/m‘LCﬁ lg_lf,.glf(d;if S )..21“5

_qwﬂ/um;écd,v{iéu‘éz.u/ L NS P g Lt (a
_q;J4/kd/}¢Luy£}usoﬁ5g8m«.u (b

_ng}ui uuf F e S Jgeuf/m/“/,/?/,biﬁw.xja -(c

e d e Py LT e oo F 2 S b L e B8 e e
FEf AL L el iy =5 K s K S Sn

(Need For Valuation of Goodwill) < s # d/ A d/ J:JJ{ 10.8

e Fedgdetadbm sl

BSIN b L (Sole-Proprietorship Firm) ()G‘fa oy (a
- QeSS e
e G F At FES o
'L‘?EJ/Jdeﬁﬁ{c'/' J

S s St s e £ (Partnership Firm) A (b
_‘gCQ/ucﬁ/“M/u‘gd?{J;/u .
e it e fuds e
_c‘_&m}”géfuﬁ qlﬁéf:ﬁd/éb»uyuéumgﬁ/“ﬁ .
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-c‘_vtgkf%/ur/gﬁ/’/g.,&?/u .
-ngn;};/'(/ﬁ//u o

179



-CL-QWJJ?J:J{ ()J// | o

AUt & £ (Company) #(©
b Tan '/g:,Cf.,uLﬁde%ﬁwJ SN .
-c‘_wgu’jvé&famrd oSS E ) e
e P i S P LF L L T R TS e

(Methods of Valuation of Goodwill) &_ Y i S3 d/ J}% 10.9

Y
(Average profit Method) /Kéwwi -1
(Super Profit Method) . 4 8V4r 2
(Annuity Method) 3 f<u- 3
(Capitalization Method) s A6~ _4

(Average Profit Method) : 3 JEE b1

/,u4Juﬁﬁde/i};}J J G

B LUl A& i

Shs ke s e & Foz K ! S5 L2 UP i ml sz & FE G St
VPR AT S ISR T UL P, Ldt»mz‘aﬁz&ﬁ;u(w/‘f)ﬁ“ WL s
ety Er ol U P S s e AT SO I Bl bl L PUlob sl
u%@uﬁuﬂb’u@guwﬁ/ug Sl S L,_‘aétgd/m; Lo TSt S i 1 <ty
Kbl fe i Suss C;L'/L/;l::_,,? sJIbeJalo. Lu;&;/ug}éb»(f? KU

Formula: Goodwill = Average profit x Number of Years Purchase

1 Je
_ujL/u’/l}lKuLaﬁuiéb‘éqlfL&Z: Los _uj/!;&ﬁ/&uf(/'ug&ﬂu;l&qu:d"/
EARIIS A o Lévfum:iu)%&fv?ww;f e b F AT I RS2 F
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e L6884 i/t DHONI 31/12/1993 ¥y

2, 36,000 200223, 25,000 20002, 20,000 199823, 6,000 1996
<+, 31,000 200343, 30,000 20012-5,16,000 <199925,12,000 1997
-%ﬁl,ub“/[}f’; ;?uféva;%d})

S
Step 1: Compare the Average Profit: (<Jis»¥ )
Average Profit = Total Profit / Number of Years sISU/ C’VJ{ =8L'/L/;l
Substituting the Figures S S sl
Average profit of the last 8 years: 8&»»;!@)&83{?
Rs.6000+Rs.12000+Rs.20000+Rs.16000+Rs.25000+Rs.30000+Rs.36000+Rs
31000/Jt- 8 =Rs. 22,000

Step 2: Computation of Goodwill: (L>6s)

Goodwill = Average Profits x Number of Years Purchased

Total value of Goodwill =22,000 x 5=1, 10,000

DHONT’s share of Goodwill 1, 10,000 x1/6 =18, 333 Say, 18,300

(Weighted Average Profit Method): s ¥, PN

S LA SESLE L8 Pt a3 LKL S L bz

2 F 145320 Frea ol P e 380 S U 19 B U rd LUt e by b § 4 2L

(P/JJJ;%/évz/,u&ﬁ:uﬁjf-c‘_v@gﬁﬁgfd/f/uggug_ Lo S b
-%W&;?ﬁajlﬁﬁk‘d/d/%/’ Sudd Lo S

Formula:

(1) Weighted average profit = Total of Products of Profits / Total of Weights

(i) Goodwill = Weighted Average Profits x Agreed Number of Years’

Purchase.
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2 J&

it sl S LG
Year Profit
2006 1, 20, 00,000
2007 15, 00,000
2008 9, 00,000
2009 7, 00,000
2010 4, 00,000

Calculate the value of goodwill on the basis of 2 years’ purchase of weighted

average profits after Weights 1, 2, 3, 4 and 5 respectively to the profits for the

years 2006 to 2010.

Step 1: Total Amount of product:

S

e UL AU Sedt e 1 b

Year Weight Product
Profit

2006 1,20, 00,000 1 1, 20, 00,000

2007 15, 00,000 2 30, 00,000

2008 9, 00,000 3 27, 00,000

2009 7, 00,000 4 28, 00,000

2010 4, 00,000 5 20, 00,000
Total -15 2,25,00,000

Step 2: Weighted Average Profit = Total of Product of Profits/ Total of

weights =2,25,00,000/15 = 15,00,000

Step 3: Goodwill = Weighted Average Profits x Number of Years’ Purchase

=15, 00,000 x 2
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=30, 00,000.
(Super Profit Method) 3 4 (8t ¢r.3
T ol F5 ds M I S g0 U B0l S b6 K 3 Pl 0
M LBk e tu S Ao FEF 3SR AU S S U Cods Ut sz ek
e UM E 1283
B3l L 1B o6 F s S B s o S BE0SI Usif
eI e SCeni by LT IS B e

Super profit = Average profit — Normal profit
Goodwill = Super profit x Number of years

M E LY Pl
5l s PGS KU
LAEASE S KL 51G
ced el L 9
B L Ut A5 i
Step 1: Average Profit is calculated: (*V@bﬁ/;!)

Step 2: Normal Profit on the Capital Employed on the Basis of the Normal

Rate of Return is calculated.

Step 3: Normal Profit is Deducted from Average Profit Super Profit =

Average Profit — Normal Profit.

[Step 2 — Step 1]
Step 4: Goodwill = Super Profit x Number of Years’ Purchase.
[Step 3 x Number of Years]

CUNSE 1 36,00,000. L2 8520105431 S Uz, 54 Fesl s 13 Jio

S IVE 1%
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Years Amount
2005-06: 50,000
2006-07: 60,000
2007-08: 70,000
2008-09: 80,000
2009-10: 1, 40,000

You are required to calculate the value of goodwill based on 3 years’
purchase of the super profits of the business, given that the normal rate of

return is 10%.

Step 1: Average Profit is calculated as:

Year Profit (Rs)
2005-06 50,000
2006-07 60,000
2007-08 70,000
2008-09 80,000
2009-10 1,40,000
Total Profit = 4,00,000
Average Profit = Total Profit =4, 00,000 = 80,000
Number of Years 5

Step 2: Normal Profit is calculated:
Formula: Normal Profit = Capital Employed x Normal Rate of Return
=6, 00,000 x 10% = Rs. 6, 00,000 x 10/100 = 60,000
Step 3: Super Profit = Average Profit — Normal Profit
= 80,000-60,000 = 20,000
Step 4: Goodwill = Super Profit X Number of Years’ Purchase
= 20,000 x 3 years = 60,000
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(Annuity Method)- 4-il-.04
e AT et 5L L i3 £ 3 b

ui; § Js &t 58 1 Goodwill = Super profit x Present value factor (PVF)
st (Present Value Factor) % €452y e to g0 L odnzy SEe 4 LS
-§_Cgle&rfbéfdtw“wu/Lr/Gu{iJ(Z

1-1/(1+i)"

L

- (P~ (Annuity Table) s ul-o2

_Knv@&,v@wriﬁ‘"/ LT 65811k,
Bt LA G20

S = S LS I i3 o6 s 3 L
Kt S /ﬁ’véét»/?réd?""/ SIF L sz 4o,

e B EACC o g5 B a2 5 o

(Glossary) £/ 10.10

Lévé#u:f"”,,mpééu»ruzfz_wéjs Lusptes_(GoodwilD s e
-bL//JJ (/'uﬁ&’

th“ﬁ_‘aﬂ uﬁd{’“u}ffﬁ‘aﬁwwuglﬁw/ 4L (Intangible Assets) zs” & o
Ut sl
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LééLLUg/p/Kcz_;!/liLu/ébdng{lﬂ :(Capital Employed) ,‘L’U;»:U::f .
L SIS IR o0t e 8 SE

-m;g):_c;b»(lpzi/g;%,_,ec‘_db»_,lb‘@bﬂ/vr:(Supa Profit) 8V4y °

4/55(}’{ disd_ d/l,g/';?c".f“ 3l 1 :(Purchase Consideration) ﬁ“ /d/u’zi,g/' °
-bgfsgpd/m;Lgpu,/,uuﬁwéuu’/&fdu';/&;)

ﬁ@@dﬁuﬁﬁuﬁdb«dtf&w_;égﬁ%&{ u’(;l s (Current Assets) s,
EV s sstetats dgl$ g s AL NS P Tt S S ros J6 Sl B S e
B

ML V,@’/?T(ug/;lidvugmwu" }56{ -:(Current Liabilities) Sz, ®
-o/é;u”/"ia;,/i?:ugm;d’/":u?muﬁ:uutb"f#uj&numb’gu

Lﬁ%&),u’uﬁu%i/p%u/ st s [}»uﬁklw,’«;@ : (Fixed Assets) %U}"/ .
o s F S e b S L e L

(Model Examination Question) wv[}@*w/ 10.11

(Objective Answer Type Questions) S bﬁaglﬁf s
e (e IS is’ G

R RS R I et P (i
e B U Gii

O s LS5 Ao 4y
I I KON I E LK B P L B (v

(Long Answers Type Questions) =i S W:c«glzd’, &
:ujy?)calkﬁlj“}@uu:&’z:/@uﬁ(vi
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)
(ii)

(111)
Gv)

V)

)
(ii)

(iid)

Profits 2019: Rs. 1, 00,000, 2020: Rs. 96,000, 2021: Rs. 1, 04,000.
Profit of 2020 is reduced by Rs. 10,000 due to stock destroyed by fire
and profit of 2019 included a non-recurring income of Rs. 6,000.
Profit of 2021 includes Rs. 4,000 income on investment.

The stock is not insured and it is thought prudent to insure the stock in
future. The insurance premium is estimated at Rs. 1,000 p.a.

Fair remuneration to the proprietor (not taken in calculation of profits)
is Rs. 20,000 p.a. Calculate the amount of Goodwill on the basis of

two years’ purchase of Average Profits of last three years.

SO B SIS anr S SIS el f 5 (Vi
Average Capital employed in the business: Rs. 3, 50,000.
Net trading profits of the firm for the past three years: Rs. 53,800, Rs.
45,350, and Rs. 56,250.
Rate of interest expected from the capital having regard to the risk

involved 12%. (iv) Fair remuneration to the partners for their services

Rs. 6,000.

d/u//l,g]’d/dbf?)d/éb*b;liéb‘ﬁuﬂlmlg;ﬁf -éaMJ}'@/;JB}L/U/KL%JZ-(Viﬁ

(1)
(i1)
(ii1)
(iv)

V)

:gﬂ,u@ﬁ&djﬁ;g&
Capital invested Rs. 1, 40,000.
Market rate of interest on investments @10%.
Rate of risk on capital employed @2%.
Management remuneration of proprietor if employed elsewhere Rs.
20,000 p.a.
Trading results: Rs. 2018 Profit 50,000 2019 Profit 60,000 2020 Loss
6,000 2021 Profit 80,000.
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NNy
o/;;ﬁu/ﬁ//ufﬁc’{‘é/l/d/"/“ru*g"/.(i
b ﬁwu@mf/g quﬁét;»_,e(ii

U 4G

5'//L"//l(iV

Goodwill = Super profit x Number of years(v

Goodwill = Rs. 1, 58,000(vi

Actual Average Profit: Rs. 45,800, Goodwill: Rs. 11,400(vii
Super Profit Rs. 9,200, Goodwill Rs. 27,600 (viii

(Suggested Books for Further Reading) 5050/ #% & L albra » 10.12

1D Corporate Accounting-Md Hanif & Amitabha Mukherjee, McGraw Hill Education (India)
Private Limited.

2) Corporate Accounting —V.Rajasekran & R. Lalita, Pearson Delhi

3) Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan Chand & Sons.

4) Advanced Accountancy - Shukla and Grewal, S. Chand & Co.

5) Accountancy-III - S.P. Jain & K.L Narang, Kalyani Publishers.

6) Guidance Note on the Revised Schedule VI to the Companies Act 1956, The Institute of
Chartered Accounts of India.

7) Advanced Accounting (IPCC) - D. G. Sharma, Tax Mann Publications.
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2 Lok Z11 ¢

(Final Accounts of Companies)

Structure 71 £ L
Introduction +#11.0
Objectives #E11.1
Final Accounts U YEi11.2
Objectuves of Final Accounts el UIEE11.3
Advantages of Final Accounts WL U114
Disadvantages of Final Accounts AL U YlEI11.5
Statutory provisions regarding preparation Jw c,d/ng U Lu;jzf 11.6
of company’s final accounts RN

Format of revised schedule VI 2o VI iz de 117
General Instructions =Ly 11.8
Form of Balance Sheet it .agu"kl 1.9

General Instruction of preparations of wi($s¥ < LA, hbg’u"]fl 1.10
Balance Sheet

Form of Profit & Loss Account (/Gb/ u?u&uuﬁ/;iéjl 1.11
General Instruction of preparations of (bl Lol A LS 11.12
Profit & Loss Account Ll
Cash Flow Statement g !ﬁfﬁ/ 11.13
Preparation of Cash Flow Statement d/gd/ 5 uﬁfﬁ/ 11.14
Glossary & 11.15
Model Examination Questions ;,wy&e"*u/ 11.16
Suggested Books for Further Readings S Sy L LD bar 1117
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(Introduction) 4z 11.0

ATE SIS A Sots2 Sl KIS e § s 2 ntot b 356 61
u?;f'cé'.:’zﬁluC/'//{dhu(;/l;lﬁ;;;)f/;{,:u;JKdL/cuézucjzﬂnw@lu?fgld_‘ggebﬁiLLU/
Comparable ) s i Ceinire wazl 2ol ipd L&/ A1l S

muj)./l:» (accurate)&z’? 7‘+&V2!(utilitY)J SHNYLrs LJ‘ 36 J"/ &’:J(ﬁgures

eSS ;}J;w;,!uuK@/A{JLJff’y zi/ﬂ’/'aul’*d"(m;,m&w e A KF L = GEE

-
¢

f 1 J"G{,Juf ‘agui/"u' JU,“& Lu;j:{ (L?L(India Companies Act)e;«gﬁ‘ef L
Sl e Ly 4 L LB Sutued 2o ﬂi‘}{ s (Final Accounts)
Balance )i U s W ¥l il gl J* LI A WL s s
-(Sheet

uuyuK(L?d/L;J .:»ju*%'m:\ef Luuﬁ/ng ¢_1» Z(single ownership)u;’u%@m,

27wl L3 362013l b Lo S 07 e S L
—e b/, S I S s S Ssiet

61—t bl kst Qe L U7 <t/ % (provisions) by A ki
Gl u f s LIS L 5 K Soe Wb e b i e
< t4l/ (Accounting period)4 z5Us\- 2

(Objectives)4#G+ 11.1

(Tl LS e JeU
L SeolosS oG L UEEHEFE o
LA Tl 13 L ISSHEF
-Zu:ﬁ/yu,(!gw;&;w""”ad/wuMde:ug;f °
L S s i LS LS i LF G LTk o
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L S i i L ESESFE S LTMsg o
-Zuﬁp/wl)}u(;lrul”/w:ﬂbﬁJ{Z:G{&flb‘Z:IHJL?" 23 yu,d/ﬁcﬁﬂ °

(Final Accounts) & ${%1 11.2
8@/ Uz s éf/u;é;fw!(owners)ulﬁl.:(management):»w}! S u/ by
Cnmd e u}‘u/;..ﬁ/’d/&{ujﬁ‘g;ﬁ.xjt{uz;u;, --‘av/muﬁ;/ui:)ww
s U S S e bS5 o e v
As per revised schedule VI - (Profit and Loss Accounts) z_wéuuzb,;@’ 1

As per revised schedule VI - (Balance Sheet Accounts)sis ¥ s 2
/,;é”'/:%/,g; Lé_égwuﬁgé’]f’;tfwuéax SRS IAIIT
¢ (Liabilities) w2155 (Assets) Lt"léé/{,é/t‘uf”vgértﬁléax —e bl W Kl
e R Pt e L s,

(Annual Accounts) & sl
SENSTEE B d 7ol r S F Jb et (212955 22013615
b S st S INL 2
BSEUE WU LF S (40025 20130k
AUl d @)
=LA sidaTd ZJdl +uf L Ll e S JL;{; B AR,
¥
B AL e Gid
e WIS KUk A £ Gv)
g2 e IE e i o e e ST S 1T )
S es uﬁﬂ U= &ytauyi&f Jbs /;%,1(5%{ d,e’u[
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(Objective of Final Account) wol Y U/d (%111.3

I(gross proﬁt)ét»&ﬁf’;u/aj.u’éff’}“é Ceanfs? L/Jﬁuwuuﬁmgu 1
bl d LG LoK (net profiDE e

e Qe d LS gllen$F QL weift 2

direct )olgv'lumud_ié_/fla(gross profit & loss)uuﬁjalév&ﬁfﬁd 3
8= k(net profit & loss)uuﬁ/,léb»u"Jl;zif;;l@L/JW!KﬂyJ(expenses
—e bl (:ﬁ J(indirect expenses)e ol fl Lo L

holding & usage )i a1t £ o Ugds il USE U 362 s L w2 % 4
/| (:y Jlbr L(periods

G sk a S sl (G EIE s Ut w3t sy S s (UG S LsAsk 5
L LAl

(Advantages of Final Account) £1#Z Uy Sylzi11.4

:r (useful) wird Ll a5l W S
SN BL B st oo SISl B A S 0
_‘at“af/c{wd/é_/ﬂ,/u/}'%ugu@;@féLL/U:;K.:gJ; .
LS LAAN L LSS L vy 5 o
sl Sk oA e UIE
J(disclosure) =6 d_iyi_w A1 L U 36 Slet St O[S JaMJq;u{d/gun{ .
Wk
_Lg&gd/ﬁjuﬁ’uub/,l./L&f/zct'/JWl/?ubL;g%d/;ug/;w °

(Disadvantages of Final Account) =S L Uy U/d (%111.5

S e L Sl S Sl
Jd}&Lg//ﬂfmdézud/‘d-ujz_lg:;/.L}'/?}lj.u(d:)utj(}Qhul&zt‘{,/)’d}l}.u’?fﬁf °

/Jgj_éuLV/)Iatﬁo)/ﬂl)LJ/j’JJ{:J}’LL(KLg/l;lu’g%t'/ﬂl)gj?/;lfﬁ

192



-‘Lt’/uﬁ;(?l/'abb"&w;u&)ld/
a0 S LSTE e S UL T b J e Qs 5 6 AL 7 et
B2 ER Ry Yy it eV TG B2 =% 1008 L 12
eI S e e o § 42 s K g 235 v e

b LG SUTETHILFE L 22013241 & 11.6

(Statutory provisions as per companies act 2013 for preparation final accounts)

s s30T S U ST 20 i e L1285 L2013 2517 o
GG U e S L F bl il CFE amb iz Ui g
_KL@L@CJWL(‘" S £ L Ui i (acerual basis)
FE A Ustlo b i Ko §3F Ut Qe £ 12955 £ 20132614 o
UEE L £ o 2 S U A (forms) '//tsuu,wg&/g):’ngfgugvé“g%ﬁébﬁé 133
DR 6 S ST sy - Wkt T e L S L 13l £
LGS SR g e
b LU 1 LIS e to S et U 2 Vel QU Ut st o st QUL @
Lip L e to 37 (solveney) =S/ 6 & Ll LiGoiikeio i 215"
&S Aot i (economic decisions)d’ 31 s et & //’"” -
S B U L@ L2013 L5t fosend LE
L EPE LBl -1
Kbt 0Tl Ut Kuuﬁm(‘f 2
e AL Ll 3
OIS KUk L 4
e b e S SULIAGNF S DF L3 42035 635 25

(Format of Revised Schedule VI) &{/G(Vldﬁﬁoﬁdt‘}j 11.7
sre$erlond e 8 LVIE2 5L S.0. 44TE) A SEIL e aind vy ¥
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:J320116.5//28

(General Instructions) «{l4($s* . A

(Form of Balance Sheet) pGK@?ﬂ—I/}.B

(General Instruction of preparations of Balance wilx$¥ & Z 4 d Q’J{” .C
Sheet)

(Form of Profit & Loss Account) (/Wuy.ziuuﬁm(jﬁ -11.2.D

(General Instruction of preparations of Profit «ilrbd LSS A LIS E
& Loss Account)

(General Instructions) «=tl4$s* 11.8

Lagncauﬁd/&/fujuﬁd%géwé Lﬁ&uﬁtﬁi&ﬁwu@».@%fwyug{ul{z -1
s, SEE A B bl oK bl el e S I e U
e P LurrE LVt

L Sl £ Ui 0 e £ 19561755 26 LS e ALl £ VI Usf2 22
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LS LTI LIS e L UrGins S e U N B e 2 5L
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AFET oz G ef U g L Lest Uzl Ut e Z(items)~T (b)

S B S Sl QUL 6 b Iir Kb s A UIIE i e S S B

e L osaS A N E Ut S Qb b5 Il LS A p e e e e

e L el A L s St

k[J“( o & 39 e as el st £6 St Us "yuz.nz,ﬁufu4 (turnover)»;!u)’ig}’{ 4
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(Form of Balance Sheet) (/GK.”,{;U;% 11.9

PART I -- Form of BALANCE SHEET

Name of the CoOmMPaANY .......cceeeiiiiiiiiiiieciee e e

Balance Sheet as at .........cccoeevevieieieiereeeeeeeeene (Rs. In.........)

Particulars Note Figures as at [Figures as at the

No. the end of end of the
current previous
reporting reporting period
period
1 2 3 4
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[. EQUITY AND LIABILITIES
() Shareholders’ Funds
()Share capital
() Reserves and surplus
(© Money received against
share warrants
2  Share Application Money
Pending Allotment
3)  Non-current Liabilities
() Long-term borrowings
) Deferred tax liabilities
(Net)
(¢ Other Long term liabilities
(d Long-term provisions
4  Current Liabilities
()Short-term borrowings
() Trade payables
(© Other current liabilities

(0 Short-term provisions

TOTAL

II. ASSETS

()  Non-current Assets

196




@

(@)F1xed assets
(i Tangible assets
(i) Intangible assets
(i) Capital work-in-progress
(vIntangible  assets  under
development
() Non-current investments
(o Deferred tax assets (net)
(d Long-term loans and
advances
(e)Other non-current assets
Current Assets
(a)Current investments
(b Inventories
(¢ Trade receivables
(d Cash and cash equivalents
(e)Short-term loans and
advances

() Other current assets

TOTAL
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(General instructions for Balanc Sheet) =\ l4 S o é Ld/gd/ _",«f’u’& 11.10

ﬁua’/é;;glJJ;ﬂan/,uow,:u?Wig'j{uﬁ/’t’LJvdtﬁ‘a#ﬂu&;uﬁauwyt
Ked Pb e _%lgmfu’ :,J'(f;-ﬁ‘ L(};,{u,u;w, el f(u?ﬂrﬁ‘uﬁ LfsJ! _‘a&/
(statement of financial position)my““f ¥ u”wg JiL (statmement of net worth)ets2s
Assets = Liabilities + Equity :‘g&/vu:ud;tz&&fﬂ-‘gﬁ%wf
ebleradZ it L v U

(Form of Statement of Profit And Loss) J G615 5. Luuﬁmé” 11.11

PART II -- Form of STATEMENT OF PROFIT AND LOSS

Name of the COMPANY.......ccceeeruieeiiieieeiee e
Profit and Loss Statement for the year ended...................... (Rs. in)
Particulars Not Figures  forFigures  for
e the currentthe previous
No. reporting reporting
period period
I. Revenue from operations XXX XXX
II. Other income XXX Xxx
I11. Total Revenue (I + ID XXX XXX
[V. Expenses:
Cost of materials consumed XXX XXX
Purchases of Stock-in-Trade XXX XXX
Changes in inventories of finished goods, XXX XXX
work-in-progress and Stock-in-Trade XXX XXX
Employee benefits expense XXX XXX
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Finance costs XXX XXX
Depreciation and amortization expense XXX XXX
Other expenses XXX XXX
Total expenses XXX XXX
V. Profit before exceptional and XXX XXX
extraordinary items
and tax (ITI--IV)
V1. Exceptional items XXX Xxx
VII. Profit before extraordinary items and XXX Xxx
tax (V-VD
VIII. Extraordinary Items XXX Xxx
[X. Profit before tax (VII-- VIID XXX XXX
X. Tax expense:
1) Current tax XXX XXX
2) Deferred tax XXX XXX
XI. Profit (Loss) for the period from XXX Xxx
continuing operations
XII.  Profit/(loss) from discontinuing XXX Xxx
operations
XIII. Tax expense of discontinuing XXX Xxx
operations
XIV. Profit/(loss) from Discontinuing XXX Xxx
operations
(after tax) (XII--XIID
XV. Profit (Loss) for the period (XI + XXX XXX

XIV)
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XVI. Earnings per equity share:

1) Basic XXX XXX

2) Diluted XXX XXX

c«kl,y(lpgj.id/gd/:b(c':duﬁﬂlg 11.12

(General Instruction For Preparations of Profit And Loss Account)

ﬁlﬁfc«lﬂ/’!u!&xfur(}’s/uﬁca J&}}?Lat‘lgtlgdz'{/?/) L;;Mﬂi&ﬂ/:uféuuﬁmﬁ
el o LEaT oot GG TG aT U o) et
-(JL@J&QLM"uﬁgl,ﬁl{, Cevr sl ied)

(Cash Flow Statement) 5159 Lf“:/ 11.13

ﬁ)gﬂé(?ufuyuéuﬂ 2,2‘4;,;%*{19%%’«?,5&{17&;&&;&&{
Sdw SeputimE ey A EE T sk G Fo B S 5 e S sk Ut
ce b S e 2

(income <4 | (fl ¢ (enterprise)’iy ~! u’(fc‘_ o o9 Sk Jd/g S o b ‘f?f/
4‘-0;1[;.5&1& S e £ 3T <t (Accrual basis)i § & 2 statement)
-%&Cﬂfzﬁu’l gc‘-g}ﬁnﬁiiLLUg}CLqu/}ﬁ]duLnJ‘lpLuﬁu:’jL:fuwg

(Preparation of Cash Flow Statement) /L}‘J bu‘bﬁb/ I}L’J“{ 11.14

=32 S(Accounting standard-3) 3 -A¥Usb A omd LS e T4
-:9wyfdkg/)¢u;/1a23/,5&(@1;,;&&;@’:55&///@&55’1 ﬁﬂ-g_
(Cash Flow from Operating (3 /2 bisy /3 f ertsoly) J":( = Jf ,@’/j I
Activities — Direct and Indirect Method);
(Cash Flow from Investing Activities) }L’u’:/ = Jf Jd%,,l. Ya 1T
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(Cash Flow from Financing Activities) S S LTI

) u!/?ﬁ)gdl,u(y’!/? fl/(stakeholders)u:‘"”& }?‘L&/ ﬂt}gtk’uﬂd,«kg/;gwif
F AL s(inter-relationships) e b7 57 uy»&f el o § }&J[.Hd/ Eaisl
i

(Cash Flow from Investing Activities) S ‘f:/ = Jf VQ{,T I
s Pl e i S (principal revenue)du T 1§ g g §olsb HeS G T
i
B AL SR S
(Direct Method).z ferinl, .1
(Indirect Method).s 4 415, .2
(Direct method)4% o f1} -;Bu'%-’/ i) b
s e gd) =3y 2 S o8 ¥ ke £ (Direct Method) 5% w513
e WAL E L LS B TS F 13 si(received)
& pecin /3 el (cash payments)uﬁ: s (Cash received)@oss s
Profit and Loss )W 6347l ctus e s -c‘-rtg,dﬂﬁ‘ff/ s it es L
-c‘-t‘l?.lzf/g{.igd/ J“:/ sl &b =nls2e (Alc
Suderss? # {Depreciation) S s 2 S Qb £ 3 LK f w1 8
£%4. (Preliminary Expenses)=l/71 3. (Amortisation of Intangible Assets)(b-
S U bty i e i 1 Y, #»(Discount on Debentures )ik 3
_§_wg;j}z’/ //mf:/ umwdﬁf%’u"ﬂ Ry
A s(Fixed Assets)usit 48 =5,0 Sz oo Ao L E e LIS
_‘L&(?J B ESINS L LZ’? S g3 JS(Investments)$§

%/béid/gd/;bﬂafﬁ4fﬁjlb‘£ & Jpenly

(Format of cash flow Statement — Direct Method)
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Particulars Amount
Cash Receipts from Customers XXX
Less: Cash Paid to suppliers and employees XXX
Add: Cash generated from Operations XXX
Less: Income tax paid XXX
Cash Flow before Extra-ordinary Items XXX
Extra-ordinary items XXX
Net Cash from Operating Activities (Direct- XXX
Method)

(Indirect Method).5y 4 beis-sb & = S LT 2
ol 1 b E A MBI Po . L neisd S H e L 3 b by,
_y/ufﬁtwf,&iugy//‘tffﬁiff;u% ‘a‘jlgu(@ﬁ?jzléﬁ B Al
Azl L8 SFeSH Poc un) B0 L 2 sidyiTiar
e i S Sl s iy

(Indirect Method) 3 # 13, -ﬁ d/ S J“{ Ldj G {ff

Particulars Amount
Net Profit before Tax and Extra-ordinary items XXX
Adjustments for:

Depreciation XXX
Foreign Exchange XXX
Investments XXX
Gain or Loss on Sale of Fixed Assets XXX
Interest Dividend XXX

Operating Profit before Working Capital Changes XXX
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https://www.charteredclub.com/e-filing-your-income-tax-return-online-in-8-simple-steps/

Adjustments for:

(Indirect Method)

Trade and Other Receivables XXX
Inventories XXX
Trade Payable XXX
Cash generated from Operations XXX
Interest Paid XXX
Direct Taxes XXX
Cash before Extra-Ordinary Items XXX
Deferred Revenue XXX
Net Cash Flow from Operating Activities

XXX

8b»u”u/zjg,@/jumﬂuwﬁM!ﬁ;ﬁ;L/}gﬂuﬁJ‘f[jwL &b b,
BT H e d L6 o6 & e Uk Sl b S SE U
:ujJ’lﬁ/’/)(uuy// 05 # L et S(non operating credits) %)

« Depreciation expense

« Amortization expense

« Depletion expense

« Gains or Losses from sale of assets

« Losses from accounts receivable

e $u QF St S S Caksrd il il ot 18 F
:cé_v//“t»/iv'ﬁc‘_t"/wfg/&ﬂu% éiflf‘i}gzp,mﬁ{uz//.ﬁé/j

« Accounts receivable
« Inventory
. Prepaid expenses

. Receivables from employees and owners
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uufba.w;/‘f&?yu:;/g u’l/.?,l’-‘aﬁﬁﬁmla%ll/ljfuﬁd/gd/ E bt e

LSt UAT AR SE S 5aE St St 20 AU B UL dd st S 5K
ceenfd

S SUle S JWK} 5 LI s s LIt s L s

en PSS e QuT P i e® w“aénéwfuﬁﬁ“/ﬁ? Pl it Pb ot il

-
¢

Z:}/L‘{i@]k«!)’g_Lfncuﬁ/bJL/J@u:&,cT}’?/Jlgjﬁ:?é&b‘lgﬂ{&f&i‘t"é/jlf/‘é:u’!
e i (K E Fless S Sl
« Asset account increases: subtract amount from income

« Asset account decreases: add amount to income

(Cash Flow from Investing Activities) }J"J:’/ o Jf d/ SK b/ II
S0z ~$(disposalDJ < si(acquistion)Js” £ (Long Term-Assets)usttdat
J&ﬁavﬁll{ﬁﬂLuLm&éd‘inﬁdv _Lat‘tgl/ﬂjjKd/&:l.//.:lg!/.l/?)dlﬁufdalxé

L L Lo St B oadaT ot S 2et/| S ebiiiob H s PRy

:(Cash flow from investing activities):apmfﬁﬂ :,Jf S SHKA

Particulars Amount
(Less) Purchase of Fixed Assets XXX
(Add) Proceeds from Sale of Fixed Assets XXX
(Add) Interest received XXX
(Add) Dividend received XXX
Net Cash Flow from Investing Activities XXX
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(Cash Flow from Financing Activities))f’ Lf“[ = Jf &UL 111

-Laén%ubfj/“{(?m&gui"/’t/Luﬂm;éuﬁv_g;gf&uguuy//J_f/'ti

.

LS & 5L Ui S A1) SO e P SEN B L s une ) S UL
e Kot S S
(Cash Flow Statement from Financing Activities)d:«{/Gd/ it Lf“[ C’_—Jf &QL
Particulars Amount
Add: Proceeds from Issue of Share Capital XXX
Add: Proceeds from Long Term Borrowings XXX
Less: Repayment of Long Term Borrowings XXX
Less: Interest Paid XXX
Less: Dividend Paid XXX
Net Cash Flows from Financing Activities XXX

I%JJ;/%%/UC‘@KMI}EJ{M

Particulars Amount

Cash flow from Operating Activities (Direct Method/ | XXX
Indirect Method)

(Add) Cash Flow from Investing Activities XXX
(Add) Cash Flow from Financing Activities XXX
Net Increase/Decrease in Cash XXX
(Add) Opening Balance of Cash & Cash Equivalents XXX
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(Glossary) <&/ 11.15

6 £ Udte oGS e SASF et Fof Lize bork Gudk b iy 57
_‘L&}’ZJ;;‘?’

44&,@'@‘&2 i p e e Ul 5 Lee bl T QuTo b Jb F 2 ey 3 2 :[5;. T
P4 NSt 12 Qb dUrs

m‘(Liabilities).ageu(Assets)‘u?wL(ﬁr FERYEIA NSy P S LESE e JJ;'
_+t/ Ly b1 =54 (Shareholder’s equity)&}glucﬂn Vo

onz a3 Line 1L o e PEL) T s & (P&L)uuﬁm(f
=Hdrevenue)ets L_isi_wis (Financial Year)Ju-Jl t(Quarter)§i L1 44

_‘4l:‘/'/ e (Expenses)betl”Ls(Cost)
cash )d}L»*LﬂJ/}l(/ﬁJ L1y Lb{u!d’_nd&buﬁwgfuﬁ Zd,}‘bf/ K}buﬁ{

Y Kﬁh Aequivalent

(Model Examination Questions):aﬂir&@’w/ 11.16

(Fill in the blanks) (f/z 5/ U S

ﬁ:uj&nd}b 4;/lﬁf AW Sskksr W26 Z (Joint Stock Compnay)&'{ S A
s KN i

ol P T L (Bxternals) S (s b GI6EUTE 2

ool d Lo §E L WomLenfid £ 5415 K3 G
P PV S

e QS P TE i g2 4

uy// ~ d\ Loperating activities)uyf BT L ke A3 g Lff/ ]

........... ssl(Financial activies)
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SEEH) 5. (JedUD 4. CUEEE) 3. (D 2. (L2 1.

(Short Answer Type Questions) < Uy~ J b Lcal,‘:? /’;4
LA W nd Seolebon S (1
e S L 2SN
_q/ eolore 2 “d/ =03 L aES U 3

(Long Answer Type Questions) < Uls* J b éc«l,lﬁdl &
e 06 e Lir LG SO L e £2013246 (1
s g8 VI 06 Lz suldl 2

(Suggested Books for Further Readings) 00/ 5% L Lol bra 711.17

1.

w

Corporate Accounting-Md Hanif & Amitabha Mukherjee, McGraw Hill
Education (India) Private Limited

Corporate Accounting —V.Rajasekran & R. Lalita, Pearson Delhi
Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan
Chand & Sons.

4. Advanced Accountancy - Shukla and Grewal, S. Chand & Co.

5. Advanced Accountancy - R. L. Gupta &Radhaswamy, Sultan Chand & Sons.
6.
7
8
9

Advanced Accountancy (Vol-ID - S. N. Maheshwari & V. L. Maheswari, Vikas.

. Accountancy—III — Tulasian, Tata McGraw Hill Co.
. Advanced Accountancy - Arulanandam; Himalaya.

. Accountancy—III - S.P. Jain & K.L Narang, Kalyani Publishers.

10.Guidance Note on the Revised Schedule VI to the Companies Act 1956, The

Institute of Chartered Accounts of India.

11.Advanced Accounting (IPCC) - D. G. Sharma, Tax Mann Publications.

12.Advance corporate accounting- B Krishna Rao, S. Krishnaih gaud, K.

Sreelatha Reddy.
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(Statement of Profit and Loss Accounts)

Structure

Introduction

Objectives

Meaning and Definition

Importance of Profit and Loss Account

Advantages of Profit and Loss

Accounting

Disadvantages of Profit and Loss

Accounting

Following are the general instructions

for the Profit and Loss Account

[lustrations
Glossary
Terminal Questions/Exercise

Some useful Books
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(Introduction) 47 12.0

LTS e (2 i L s Eb )t S QUL S edF T
J;l(’;bn(Advantages and Disadvantages)tla e 1 (Objectives) st Lt s 3L
JES d{ e BV Id;ﬁo}&v/f (s 096 = s S Lt Aol i L s
u:“g,%d/,/u{:ufguuﬁ/,létniufgd’”Lz_u/iuuﬁ,é’..fi’uﬁ,,wn_%g.&w{&?
el Lasd L

Kl Pl s fsr? L7 uuﬁf[}yt L1l = 2 H(P&L) s i P
bl 7 si(cost) U (revenue)e s &5l s (fiscal year) JL-dl(quarter) it
Lokl szrd/gﬂ,g“dv ézsiuiug‘u@ﬁ I3 AT -‘av//us s(expenses)
bl oS (accruaDEy (cash)s 27 s o /| Al S AL S

(Objectives) 4#k» 12.1

:vTMLL/Aw/KJ&m

LS Sl B LMl g o

(e AL IR NT o6 SL Lo

LS S el S et e 8L LML AT P o
L S8 S S JF B o
L ST L o

(Meaning and Definition) (}2‘” 5122

&7 STl G0 L s S Q2 SA o1 2 0 S Sl 36K S e e

uuﬁmév;@mﬂw!_n_ﬂ? .;Lgv'w&,u’uﬁ Us s il _§_r/ o J:"” “J =l 711l s

Vit L oS il éjg}/gd(u/i("t' LS BRI SE e WrL
it ke e f e Pu S A
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LKL e i s B St d LE Sk RS i C
Fi (P&L)&S%Luuﬁmév (nominal accounts)u)"‘fﬂJ’»‘i(t7 -gg;uuﬁggu/éb»
Ll I a TP s o U (debit side) b el il PPl s L U1 Li-p
bz (credit side)irt-o i S L i siC e

e § AR e i e L8 B It L s Kehom L eul Bt £
K2l Cod F i L e s st ie e SR 23S et

_Knuuﬁug)w,é_num;éc,,oJu?ngm;g)z_J{Lij_w;/fwgv_quﬁ‘f/' Zul
L“tpl/u’{ (position statement) ﬂlﬁ)ig'&%mﬁﬁuﬁ%ﬂ:uuﬁgng‘agc.&f&
-
(o S L S P

Bl bt e L LB oKL B L s K e 36T Al e
_ujllgédﬂJLP&L a/Cc.uL’Légulalgl/'wl&,«.Tﬁ(}!’}f)ulalg!/’l,@{.iﬂrﬁéLJ_/

(Importance of Profit and Loss Account)e4 ld/ LU/LULA’U@} 12.3

I TS A K Gt A s oG L (1 e 3l e ds I
(‘jtf&ujL/ J“’%/;IJJ L}J J S8 &AT&JQJ,«J (Financial Statement)e_ss5 SbLins
_Q;WL'lgc(L’Z:&fﬂZ:ulﬁ;m

Z(net expenses)e=bl5 126 si(net income)d4T 26 S s K(P&L)=s361K, L P
S a A K S S A K My o 6 A Cr P b Al e
et L L3S BNAA0 a8 e

Scterizespd £ eusize f mduTPooc v lond LS 60gnms S Shsky
Sy ZS_td f(non- operating coSDe bl 71k T /;5:(operating).,lfé’/?T:(COGS)_“fJJ(L7
& # L(financial statement) <155 JYl 2 i(stakeholders)s s 1 i _o (b
J"}[}ﬂ(negative earning)¢” u‘f Lleg b ZJe S E Jeg 3uT A J=(analysis)
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-unw&)L&,«T{S’@W@l‘w’}lédluw}ﬁaxufjujg/
J&u Jura"'ﬁdu S JLt/ si(creditors)y€ees el ufdlﬁ‘” KukU16 b
S e CEAPEL AICL LSS sy o St 2 S L5 S o
_.u/:;}‘LG‘w{)}’/P&L A/C“iéd'.l’a&?‘[ur,?blu"g(’?’

(Advantages of Profit and Loss Accounting)ﬂ} L_,C@wiuuﬁmc‘” 12.4

L st A
: (Provides the Net Profit or Net Loss)caﬁﬁtgyl,/ uuﬁuﬂ lé&élmf} G e
e S e § KA P B Pa s e L 36K i
(Monitor Indirect Expenses)caﬂﬁlgl[g/ s = bl 71 b1y, e
St ol o o QT et 1 b L FG5 s St/ AUt e Z ol e
-c‘-b’n,?wluﬁdbe}Jl:c‘-u’CJu SO a3l b
-(Helps in Ascertaining the Net Profit Ratios)L’@:;K —t invf G e
A e B P QT s §B o Sr et Sa iz d o F L elien
e LS
-(Helps in Decision Making)s4 Sl A<} o
Jﬁ/i/,t+tﬁ@g;;1rjv£;trédv£v Koy & Jomzs e sa§ 96 L U 51 Pt
-‘LC‘L A S Bt ST b 'A"LC‘C LSES S 19

(Disadvantages of Profit and Loss Accounting)

ZU}JE@/J@L’Wm{
(Not a Complete Picture)_t/ ¥ Al Sl J"( o
Jn._'w;/"Jé[o&’deJl&/&rfu)ﬁ/ﬂénufgbﬁz:/}J"(&jdh&f{, Q}L(jv
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-Lab’/u.?}al,cgjl, Lg}}f/UJP&L A/C/M‘L&ﬂcoﬁ;;(risk)c/’}z&Le)?i,f;?‘L
: (No Insights of Cash Generated)t scbe (5> (j:’/ d/ ‘_f:'/ °

Lfguﬁuf S(outflow)e./(actual cash inﬂows)ﬂ)ﬁﬁ} o f‘/ (i Lf’/w/ FUP&L Alc
éJl_Cﬁfujl/g’[oz}/lesz@lP&L Alc _Lao/:/‘()(gl;u’{/ﬁ/z’ﬂ J(%;:’/:f@l_‘a
ey A J_/CL;(Cash Flow Statement)iis 5| Kfl/,iﬁuf e b

:(Period of Reporting)e 4 d/ £ VA

Q{{,ngﬁjt’é.éu’lm‘aé’cn{;uﬁL/M/J/ﬂnu.@!aﬁ'ﬂﬁ_‘LO{'{.QM;"/VP&L Alc
_‘Lé}’fWL.?}d/é_ﬁ

ujgf“}@/)c«y,y(lpéd/?({&lﬁ/@hﬁ]/}lg 12.6

(Following are the general instructions for the Profit and Loss Account)

(Revenue from operations) (}ATJ’)J_}’ZJI e f:z{,T (1
aj_u'i[},u’u@’/jg, ol u/m;,i)/’d/ (services)els | (products)els=* 21
e Tl oe 217485 S (excise duty)d sk JESE /ST
-fntl"f

(Other income) L}AT)’:/) Q
&5 it (interest) s» G-t SEGLTS #058Forte £ 3Tt Jb e U1 KUt U
GuTdels dUL

(Employee benefit expenses) < /.7 1Z e 6Ll 3
:ab“fdféf/?gtgv‘é/’:% .5&unuﬁ9ESOP»haﬂ} 5 K .uj:,u/?:.mzwf
LS L SEeE L Sl b
Suses s & u/ 5[4 ,:.»Lgt/'!L(Amortization)ﬁ‘/’wrml (depreciation)f e

ﬁ" J§ Cwritten-off or amortization)e™ L s, # jviu’h%f&/ 4J Sl e o
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< JEF

(Cost of material consumed) _“JTJ J J: ;}7 M”Jlﬁ"“l 4
et S d L 2 B i et S b

(Financial costs) <7 i&u LG5
ur{,uﬁjgﬁ’u@,ur{,) ,'~~~5:;r4¢)u$mu¢ wz_nég;u/g&}égﬁrzwugv'md
s :au/4;1z1ijﬁ~5c;r4uﬁ Jeih ﬂ/::}’{:JfCL,r;}’{:J,"CQ

(Other expenses) <=/ LA (6
e _th?é/¢4/)Lalgv';;/mﬂflgguuf.:ﬁLgtgmuwﬁuﬁ‘?‘gtgiﬁrﬁu
(selling and <171 L (:}'“ sl =33/« (administrative expenses)eb!?1 S
L (carriage outwards)ebl 1l isi_b 4 £ Uy f-distribution expenses)
Gl £k (rent and rates) U F sl e bl 1L F sl f1

(Meaning of extraordinary expenses) (8 Z:algij s /,:‘ 7
Wi s G I 50 e Sl It 6 st S 2ol P
3B I st MU 6T B i A UL se e QTG 25 et
-ULJU!;LnLiJT;,?;J

(Tax-w’guﬁ:uub“ cﬁ;id/gJu?quJ{J(:(Role of tax) A;/K.f’g

u‘lééu”g -cb_du/”t'/’/(f‘l/’KL@u"g/?;g%d/;f.dﬂ-c‘-Cgl?ngdgggjd/payble)
& d}ft“c‘_(}lgu( s céb’%au”g s (extraordinary items) Ligs® #7804
_ﬁbg’/ﬁ”uwgﬁ“&é&)‘
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(Illustration) ﬁ £12.7

1Je

S Pl B P PEL Alc e bt S 3800

Particulars Amount (Rs.)
Purchases 10,00,000
Opening Stock 1,00,000
Closing Stock 1,50,000
Freight 20,000
Gross Sales 15,00,000
Bad Debts 10,000
Administration Expenses 2,00,000
Selling and Distribution Expense 30,000
Dividend Distributed to Equity Share Holders 15,000
JS
Profit and Loss Account
For the year ended.....
Particulars Amount (Rs.)
Sales 15,00,000
Change in Stock(closing — Opening Stock) 50,000
15,50,000
Less:
Purchases 10,00,000
Freight 20,000
Adm. Expenses 2,00,000
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Selling and Distribution Exp. 30,000
Bad Debts 10,000
Total Expenses 12,60,000
Net Profit Before Tax (A) 2,90,000
Tax @ 30% (B) 87,000
Net Profit After Tax (C) = (A-B) 2,03,000

S e g LB 13 2 SC L 85 2\ s 7 G s

—
¢

2Je

s 21-2020b s 5o sir LI FIUAF

Wit A cbed §2201,40,000

-41)!(general expenses)=lb /71 sF L&;A,SOOLJ% .

LA ESFwF §0 525,500

G 221(90,000: =K i S FET,40,5000 L Ju—lz o glornd Sabsd Jar o
W38 Ut 869,0004 s 2607

&4 018,000k 1L I &g 1,5,000 1518 A e o
-Jmu’%a?_u(in advance)2,000/ o ¥ §2021 JJit o

Bore s 5,000 <t L .50,0000 AU P Loy ST Lt
LiigpLoE s 3,000

(A KNS AE el T $821-202000
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Profit and Loss A/c for year ended 31 March 2010
Particulars Amount
Cash Sales 69,000
Credit Sales 1,40,500
Total Sales 2,09,500
Cost of goods sold (1,40,000)
Operating Profit 69,500
General Expenses (4,800)
Salary Expenses (25,500)
Printing and Stationary Expenses (5,000)
Telephone Expenses (18,000)
Profit Before Interest and Tax 16,200
Interest (5,000)
Profit Before Tax 11,200
Tax (3,000)
Net profit after Tax 8,200
3Je
B L L sd s 120175 A LTI Js 222013 -2 50 b f 3 51
S e S
Particular (Rs.) (Rs.)
Plant and machinery 160000
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Land 674000
Depreciation on plant and machinery 16000
purchase (adjusted) 400000
Closing stock 150000
Wages 120000
sales (Net) 1000000
Salaries 80000
bank overdraft 200000
10% debentures (issued on 1st April 2016) 100000
equity share capital - shares of Rs. 100 each (fully paid) 200000
Preference share capital - 1000: 6% shares of Rs. 100 100000
each (fully paid)

1600000 | 1600000

JS
Statement of Profit and Loss
for the year ending 31st March 2017

Particulars Note No. | Amount (Rs.)
II. Income
Revenue from operation (sales) 1000000
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Total

1000000

III. Expenses

Cost of material consumed (Adjusted purchase) 400000
employees benefit expenses 1 200000
Finance cost 10000
depreciation and amortization 16000
Total 626000
Profit before tax (I — ID 374000
Notes to Accounts
Particulars Amount | Amount
(Rs.) (Rs.)
Employee Benefit Expenses
(1) Wages 120000
(i) Salary 80000 | 200000
4Je
e I = 20175 A3 1B L il T2 VP et f5osu0
Particulars Amount
(Rs.)
Sale of Sugar (Net of excise duty) 70,66,041
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Other Operating Income (power generation) 1,95,616
Other Income 1,30,088
Cost of Materials Consumed 30,81,842
Increase in Inventories of Finished Goods, W.I.P., etc. 6,96,688
Salaries Wages 5,19,426
Contribution to P.F. and Gratuity Fund 2,50,000
Depreciation 3,32,593
Amortization Expenses 1,00,000
Power and Fuel 15,23,312
Rent, Rates and Taxes 13,21,246
Finance Cost 1,97,768
Tax Expenses (including deferred tax) 2,16,818
Paid-up Equity Share Capital of X 10 each 2,71,000

ce e AU AT E e L LI L 52017643157

V. P. Sugar Ltd.

JS

Statement of Profit and Loss for the year ended 31st March, 2017

Particulars Note | Figures forthe
No. |current
reporting period
I.  Revenue from operations (D 72,61,657
II. Other income 1,30,088
III. Total Revenue  + 1D 73,91,745
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IV. Expenses:

Cost of materials consumed 30,81,842
Purchases of Stock-in-Trade -
Changes in inventories of finished goods, work-in- @) (6,96,688)
progress and Stock-in-Trade

Employee benefits expense 7,69,426
Finance costs 1,97,768
Depreciation and amortization expense 3) 4,32,593
Other expenses (@) 28.44,558
Total Expenses 66,29,499
V. Profit before exceptional and extraordinary items 7,62,246
and tax (III--IV)

VI. Exceptional items -—--
VII. Profit before extraordinary items and tax (V--VI) 7,62,246
VIII.  Extraordinary Items ----
IX. Profit before tax (VII-- VIID 7,62.,246
X. Tax expense (including Deferred Tax) 2,16,818
XI. Profit (Loss) for the period (IX -- X) 5,45,428
XII. Earnings per Equity Share :

Basic and Diluted () %20.13

Notes to Accounts:

Particular

Amount (Rs.)

(1) Revenue from Operations

Sale of Sugar (Net of excise duty)
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Add: Power Generation 72,61,657
(2) Employee Benefit Expenses 5,19,426
Salaries and Wages 2,50,000
Add: Contribution to P.F. and Gratuity Fund 7,69,426
(3) Depreciation and Amortization Expenses 3,32,593
Depreciation 1,00,000
Add: Amortization Expenses 4,32,593

(4) Other Expenses
Power and fuel 15,23,312
Rent, Rates and Taxes 13,21,246
28,44,558

(Glossary) 7/ 12.8

&Mcg}d/m/;@.&gd&ﬁ/upaﬁ/Jig%ﬁ/ﬁaﬁfk{lvﬁgﬁverdraﬁ 590

_cé;t‘lgw/d!/f/u![g_ﬂ;l:‘lz_gjlj
ey iz P Al Bad Debt ik

Lo 2| u‘r e 2e 3 B3t QL1561 f )0 - Accrual Method < L1 s ]
Ll:d’.n‘&?aﬁbld/wa_jlg J{}‘{Qﬁ;t:,)&)lglufé_/@/@//&xT%c,é_/vr’}ﬁbl“i Ll
-‘[—t‘t?.lf’/’b/@//b“’l?’j’

/Qf;d/gu{?‘a&n&/r‘;uﬁ(ﬁ/*«%uﬁgﬁ‘g.’@./uVTu?ep{ugdZ Cash 1\/Ieth0d~?§{};‘J
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=2 L';‘Lt’tggdw,é L(f: IJIJQQUEJUJL,@ uﬂfg,,en"at’/@’/@/{:ub L(revenue)d/
_‘Lt‘lg.l(’/f/@/{,ubﬁ

2l nJt @7’4u;{f P 2ebifh(Extraordinary expenses) e lol” s )4
el bTd B byl = $TUG 8 cetblf B F U1t 57 = Sabiy 2
_uuﬁgifl’;,?,&j,uw

(Model Examination Questions)< /s &G’l;/ 12.9

(Fill in the blanks)(/. 4 ¥ UsZ J6
LGS APl S KBTS sal L s b (1
‘Lt'/'/ Al e A L. (net income)&,«.TuduJ/g;/K(P&L).ﬁf'%Kuuﬁmg Q
m&ﬁdué_nuf,f_ é&&ur;‘/ /&/gf"d/iu4 j-‘w/ K‘L’/’}f’f JLJQ&%K@W)A(’;V 3
_‘LU’/’/ -— /J.’.“ﬂ “d/. ............

(b 3. (ebF ) 2. (U elin

(Short Answer Type Questions) = Uiy J b éc.vl,i:? /ﬁ
S eSO p s LK 3 6 ST s (cash method) ¥ & 4L (1
S eoloe S Sl 3 L LWL P&LUSAE Q2
g les s Ll oSl A (3

(Long Answer Type Questions) < Ul J b Lo@lﬁd’, +

S P el B P PEL Alc et S 380 (1

Particulars Amount (Rs.)
Purchases 100,000
Opening Stock 10,000
Closing Stock 15,000
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Freight 2,000
Gross Sales 150,000
Bad Debts 1,000
Administration Expenses 20,000
Selling and Distribution Expense 3,000
Dividend Distributed to Equity Share Holders 1,500

(Suggested Books for Further Readings) (5. '(.f" “L L bar 12,10

1.

8.

9.

Corporate Accounting-Md Hanif & Amitabha Mukherjee, McGraw Hill

Education (India) Private Limited
Corporate Accounting —V.Rajasekran & R. Lalita, Pearson Delhi

Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan
Chand & Sons.

Advanced Accountancy - Shukla and Grewal, S. Chand & Co.
Advanced Accountancy - R. L. Gupta &Radhaswamy, Sultan Chand & Sons.
Advanced Accountancy (Vol-II) - S. N. Maheshwari & V. L. Maheswari, Vikas.

Accountancy—III — Tulasian, Tata McGraw Hill Co.

Advanced Accountancy - Arulanandam; Himalaya.

Accountancy—III - S.P. Jain & K.L Narang, Kalyani Publishers.

10.Guidance Note on the Revised Schedule VI to the Companies Act 1956, The

Institute of Chartered Accounts of India.

11.Advanced Accounting (IPCC) - D. G. Sharma, Tax Mann Publications.

12.Advance corporate accounting- B Krishna Rao, S. Krishnaih gaud, K.

Sreelatha Reddy.

223



d}?})bf“’jcr’xpg&,{éu%_I:Sé@

(Meaning, Concept and preparation of Balance Sheet)

Structure

Introduction

Objectives

Meaning of Balance Sheet
Definition of Balance Sheet
Form of Balance Sheet
Equities and Liabilities
Assets

[lustrations

Glossary

Terminal Questions/Exercise

Some useful Books
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(Introduction) 4 13.0

A8 cest& (Profit and loss account)&%éuuﬁmg L[j{ o &M‘i{“
S vl’u:.,w’lc,wééd Sgeneral guidelines)etierbd L3 sl &omtlsd
uf’? & /Ké.///g@fu"‘lfvl’m_é'{ o "/,;,»,,ug" o /7 S(Balance sheet)b&f‘%‘
L

p{Ld/w/u?lefziuuﬁmguujg},-9v/ﬂwf&deJ/g;/Kz9a/1ﬁf,Qa;{“ﬂ
ol o SEATE L 38T et S35 STINSISL Y gic PO 31
é/ulp J LW-QP’}/)'&LW&{{‘%yéd)dbﬁj/éjjz:u/jﬂ”":‘bb/:)/m,—(;‘a— YEZ o
_é:_%t'}’f/.’/.pi.‘.‘ztf K )fu!,;_w“gtgézgtg el S 2t b

LG, &g‘ﬂuﬁuﬁmmrub‘zc%w YOt UTadat Pl Tttns 2y ot fed Ut
u?w,%?uwLu?wu}‘JLL,,*A&//?M,fwm_‘éénd'@'/gcff’éfdu’ugJé?JLnﬁ"/xtidv
e It e bedat Postelaimzy b S ol AS1 WS kip 008 LUmnr S
4/}5(&Kuu_+&nJ@Zz(ﬁJ/JgiJLnﬁmédv.,QL'@/L“J_»,éu‘lf'u:.:,g?mmrugz“a
e W kot Llatmard clab ok L P Jlud b Se ler

(Objectives) <t 13.1

PRy S
-Zd‘ﬁfuku’”nw/‘?«f&iﬁ

.
L F ST e Lot e
LSendb L S smuTe e

LS n 8 L SIS N5 @

LS

(Meaning and Definition of Balance Sheet) (rf" N KM:J& 13.2

Ve KIS 47 bl G St cAuJLJ(/'uf P e
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JGVQL:ﬁ;/&;’fwﬂ,ﬂn/’-fJ,iwg?;,‘uﬁwéﬁ{ﬁ‘LuMLv{u/f_cubmf@;ﬂ -~
S A Yy L5 i S Bod V0o pSE L Lok w2 e tS ey
Ju@gﬁ”jpjvLﬁ“/;;u;,,eu,/,uc,ﬂgf&{z‘augdtv{u@f 1A gl
Ml S A ALt T Bt TS K e
e il LK

ol SES SR AV I TS a5 < ts(balance) it {1 Uk ST A
S K!(L'L!/,‘c,u"‘lf‘J/i/”.(nominal)(L'Ll4/al (real)&“’? :(personal)&}—‘amd}&/ 4&’5 1
et L e B S e L s e g

W g S S U e ol ey & i S A
e A F a2 Kl L2 et S LS A i et

dl.d//l.ugu:fo’/.l,vkygd_‘ady/quﬂwld]TJ&’LJ?:/ !/)lu’bcfg’gjngfu’%
/Lugféalﬂ:/jé!,;}'7&/?:@&@/)}?;@@2'51&% _‘L;;Tmuhg,_‘av/uy./du
_9U%4ﬁ3§7ng}/K4é/UJGJ((KK%J%_‘L&JVMWA

(Definition of Balance Sheet)—¥ /‘j J @f"u’% 13.3

_‘LQ).’.‘//;;U(LL/AI;«@?U:U}"W(V", _‘Lmﬁfggy?dl.d/gm!d/yuQémfﬂg.{,
et Sy -t S ISt L Kb LS LS P S §n S d,
uuL“JJ,L/,)uKJL/;u(‘gb/ﬁw/ug/uw;’,)‘gumb,eugf/?uﬂiﬂg/gut{m‘gvﬁtﬁguﬂpﬁf
e M L SIS NFI Ll st L e LTy ()
(Format of Revised Schedule HD&(/UKIHJJ,?%W:’(}E‘}’

Part I: Form of Balance Sheet and

Part II: Form of Statement of Profit and Loss

l Balance Sheet

| ‘

Equity and Liabilities Assels




(Part I: Form of Balance Sheet) (/}’ LM:J"& 13.4

(Equities and Liabilities) wlz2losl(S £ 1341
Iu.?,:-‘cl,;’@/ffm J&L’l}’ﬂi/%fc«@ebul&:{i

L(sub—classiﬁcation)d).'a;»(,{ Sk ‘/4@?&“»") (ShareholderFund); s~  _1

.

(£

(Share Application Money pending K“/;u“"q).b%UlJuliuJ (Share).”” -2

-allotment)
(4 l/édlr:.?uu& ik ’/4.:?&5") (Non-Current Liabilities)=lzm2s & 3

(P Lo a7 020 (Current Liabilities)eloinszy 4

Equity and Liabilities

|

A 4 A A A v

Share Application

Shareholders’' Funds Money Pending Non-Current

Current Liabilities

Allobmiant Liabilities
— Share Capital Long-term Short-term
¥ Borrowings e Borrowings
—» Reserve and Surplus
Deferred Tax Trade
Money Received —p Liabilities = Payable
—p against Share {Net)
Warrants |y Other Current
-~ Other Long-term Liabilities
Liabilities
Short-term
|, Long-term > Provisions
Provisions

(Shareholder’s Fund) Ji3 .4« k‘: -1
LS AL = F Lk e
¢ (Share Capital)d'b:f @
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s (Reserve and Surplus)u® ~usiss (i)
(Money received against share Warrants)ﬁ“ st E A (Gid)

IS T et OO P IS P e U b S (e B B0 500
ad Ui

(Share capital)%{ //’3: (1)
LP S EBE ke L _‘L&/uﬁifu/t?_fwﬁ;g(w{ 292/0,%{ /-“
e Fad e s A L P R QL5
KWU}/)!Z%J!;‘MZéb!/?ubJ'{ﬁ%lg&/(/zwguﬁb!ﬂd/f]u!uﬁQ‘ﬂg{u;‘f;{
& A £iface value of shares)ed(” _u:zééut’ m/?ubd"( ug ujéé,f’lﬁ“

JK&';LnJﬂru@v:(calls in arrears)uijb/gtag‘ﬁ! /“Jéu;g’ ET vt A
_u;zz“i/(forfeited)wgfﬂ ssi(calls in advance)

(Reserve and Surplus)uLv sy, (D)

(capitalsz. J}’f{u’f bt UGk o G £ a9 :’/Jl":/ul sy L ug';f

Ry SRy, 2.5 (debenture tedemption reserve)s.y o/t 4, i 4reserve)

f& < /’-:’ Ui W Pt :‘at‘/ /;Lb'/(appropriation)ou:? /5l(allocation)gf? J// s Y

/?MLJL'J/ u@-_t/ SH /,lf;mu/ A3 OL?D« < b3 (transfer to reserve)s.y.
-5l

K/@/Jdﬂ}utgﬁu’:/b//‘g (i11)
(Money received against Share Warrants)

s A f(employees)yt Juy(Promoters) Jivsy ¢ b L F iU b P

kg

F A i s SEhe d L 8 S s (investors)Us Kb Ut e bbs S s d)
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L/ﬁ'&/l;/".‘.ﬁ{’nbL&LJJ&JDL/&/@I‘de.@_ujz_ﬂu@&/l;f’jﬁ’v&f
%J,C'L&AJ!} VQLﬂan’ = _‘LGC Jis(lower tax rate) s» O /‘{41,‘»‘;/)7,"‘%’
e St P L Lo fedledinduis

(Share Application Money pending):f /;lﬂl4)¢2j UIJ ulfud/ ‘f“ﬂ? -2

Lot yidnd_bd Pt swleLie? £ 'Bquity and Liability'«e £ T Js 42"
iuji’_‘uf VUF SEel Ll e S ‘L/Z‘j oSS f“ugﬁ“ MDY
“Aié_lgéd/lgu‘”ﬂ S {,-L’V/ EEIE L1525 1) /‘uu’/ u‘rui' '(Notes to Accounts)f 36
LS L e P e NG S S

(Non-Current Liabilitie) Uy /b-3s25 & 3

(Financial Lease ug/b,u’J ﬁaljt ((Long term Debt)? }&idk/,/}d;g&u'i’ -
c‘fﬁfit«é (Unpaid dividend )x4s5 o430 #« (maturities):?.2 SObligations)
cetS o d Lol rnnii

(Long term Borrowing)cf:’,u‘p / J,o J: PG

. . . 2 Z, . 5 . . . L e .
55 4 r U pEn uﬁf&,puﬁ1;6/35/,u/‘gs’:ﬂ(}dg%‘iﬁcmxug;‘a_/&ﬁr
" e & e 5. . 2 . .
u!aM(VQ’:L/LLC/u(»"(/:}’/{g/ /5'/'/.,5""‘7’5%&)’1&}/w_‘ag.l(’/dﬁ:g/}u:ﬁﬁjul
s & 5
_W%dﬁu:?f';djjéwfy{'fguﬂdui:d/

(Deferred Tax Liabilities (Net) (h”{')&?bu’g Jy

Ku?wfg/"r)f/&oyeuw’g}ruﬁééﬁﬂmL’&/"J;.Jj’:&{wLIII-J»‘;
gé_lygd/}.gu{,ubé u}?y‘/:;J'fﬂgﬂ&)a@ebg”g/’/f‘azfjb ‘.‘Ld/;/b//zw&fjl}
-c‘_éiu(é_ﬂﬂuu:a/. Jatlzyugt{wugz/jul{g

(Other Long-term Liabilities)ug/u,u’g,c g s A G
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Iuﬁngd/d/k,gﬂufu;fﬂ).u'&,wj,)b/f)utuj}jiukfﬁ
(Trade payable) _wg;“uﬁ: LG (a)
(Other) £x(b)
Bl st s s o™ s b, uLL«é’i;,gi’ . (Trade payable)cug;“f: 6 (a)
ISl Uz (current  liabilities)Usw o2y 20 Astlezte > L els
Ln&/,»‘!zi(‘al:f:nupcal.u;?) (operating cycle)d;ﬁ L«.@’/j.n?é/ b uﬁ: LIS
e e f LB Kby oo g et sl bls™ 4/)41;&2!»::?)’4;!;‘45;6/
-ngglé’ﬂuqle.G'J&,f,’jwﬁ}”/z}/&/?J}J@
&2y 4607 S(Assets)udee (Statutory obligation)$s.3056: (Other).£s (b)
e 2 bdUhes Lu;ﬁm‘ﬁ" £ LG U

(Long-term Provisions) 4/ /" daf Gid)
Zg;.lgl?lggﬁtlv'(:u}’d}g/ﬂ/ab-;)&xJ.)}’u:'ffm;uj)”
(Provisions for Employee Benefits) A&2114 £ (i)
(wl.-bd/c«/j) /:(J(ii)

(Current Liabilities) =212y 4

Jidinclusive of creditors)g€sn ? SJs(Trade payables)ULZiidi st
-t Lﬁageb/fwl(Bank overdraft) 5 (Bills payable)dif: [l

(Short term Borrowings)& fZ =4 4% (D)
S G AU b2 U 3u
e e ok s Eis (@)
U hdsi& e (other parties)Us / 3#(b)
&)
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_(Q/'//'/)K&f:&)’J&/“)/l;i}’!m&;/:(}(d)
(Trade Payable) ULZnide (i)

u’f: I;JG/J]JJ;%L(goods & services)awmutw;u¢_,>,¢,“LLuﬁ: Ll Lok T
_u@fwLJ;:}Lulifwu’fuyﬁfmJL?J,o‘!LJ?/v.,Q’/j_JLth%d&uu’fmﬁ“/

(Other Current Liabilities)uirinszs s (i)

S U3 AT Jaad o s B 2 L i tinidin § L Sk

e
(Short-Term Provisions)etsda S (iv)
e WOt I W L e A Al
=ML 08 L ton (a)
(nd SeolonSe B) A5(b)

c«;LZ){,/)(&/TJ"J@A-%L"(?Q(JUEMU& é,ﬁliéuﬁ'/&/@bﬁ)(l} d/o{}’&,o J:Gc; L/:()
b

«(Proposed dividend)Zts# o
«(Provision for taxation)s™ 2 U/? o
(Provision for warranty) @ S& s e

(Assets) ot 11 13.4.2
(Ut r-e WU (:y JE U1 A1ssd Ut

(jviu’xa,?uuf A '/4@?&‘{”) (Non-Current Assets)o_thi2s* # ()
(F vid,&.,?udi A '//?@:“u"{”) (Current Assets)d_ths2s* (b)
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Assets

| !

Non-Current Assets Current Assets
—» Fixed Assets —» Current
Investments
L Non-Current
Investments —» |nventories
L, Deferred Tax L Trace
Assels (Net) Receivabie
|, Long-term Loans |y Cashand Cash
and Advances Equivalents
|, Other Non-Current Short-term
Assets —» Loansand
Advances
Cther Current
e Assets

(Assets)_gr 11

e WS b o ed Lt oS U8 P etals
s{(Non-Current Assets) J_ths2s .1

(Current Assets) J_ths2s.2

(Non-Current Assets)d_ (o125 ﬁ‘ 1

e VT Ut G Ul 2 & b LTI 2
f(a’véd,&.gndl 53 Ut EU) (Fixed Assets) J_t1,4()
«(Non-Current investment)$.6.l ~»2» £ (b)

{(Deferred Tax Assets)(h»;‘)j_wmg 7(C)

:Long Term Loans and Advances) '/'!;:gwl&/"&,«.dj »(d)
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(Other Non-Current Assets) &_tms2s* # 4> ()
I, (a)
e WSk ond 3L ET S Ul
- (Tangible Assets)__ti# ()
_(Intangible Assets)Z_ti+* # (i)
(% < Uit &*) (Capital work in progress)e ¥~ (iii)
_(Intangible Assets under development) pefZ 3725 tss? # Gv)
(Tangible Assets)_ti» (1)
JEelTS A Lad I f s m s gm e T e M il St

Uzcr)_if&iz -u@&/ww;gﬂd/umg@/m?Lﬂéc}u"’fmwuﬁf.w
Z;‘_lghla'l‘r'/ubzuub5!):?%&//’2/{6@/
(Intangible Assets)_tis” #  (11)
g s s R e A
_KML’///:W{/)51}51«5}}5W/E;Q&fu@“{):ﬁﬁ54;"@14/)’(5/“}}?/046(
(Capital work-in-progress)_=. ;4&&3;‘)%{ (111)

;ujt"!u/.z”u’);/ _c‘;lffl{(@u{,ub A:()’N/T oplli:j"éujlf‘iu/?” ufllldaﬁfuf)ojﬁ{,ulu(/}ﬂ
-‘LWEDK)JL'UXKT.;/}’UYZ}&A J;)bgl

(Intangible Assets under development) e £ 3525 vy # (1v)
Dt FAS-26 S O —e b\ b MU s d bt G ed L35
_‘gébJJj@/;lF/dl;Lbd%Jlkfé

«(Non-Current investment)$/6.l ~»2s & (b)
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(Equity T I (property)sisb e 4J Lj:r S K2y F
L(Govt. Securities)Z. £ K ~{Preference Shares)*” &% 7Instrument)
2\ /u“{ u/ Ll;Ltgéu:ajﬂJ SHE (Debentures) ;.2 (Bonds)Jx\
-‘gt“lgtff =S f (Capital expenditure)ebl#1Z
(Deferred Tax Assets)(.:j)f_wu"g 7 ()
uﬁJ“?M;‘Tﬁ“/,_‘av/ﬁmwg;c;ur?z’_ugu{ék,eéaCﬁlggg :ﬁ,uww(”‘/fduw
-LL&.[?U}Z:W&E;‘( Enigie S AN I B Y
(Long term Loans and Advances)u‘%m&/"&«dk (D
e Mt SR E DL tsny B IF ST P aimE JAu S < LG 42
AL I LS e 2
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(Inventories)y ~#  (ii)

(Trade Receivables)dssdts (il

(Cash and Cash Equivalents)§sl-Z .56  (iv)
(Short-term Loans and Advances)ﬁ’ml&}&«ﬂ V)
(Other current Assets)d_tszs A5 (vi)

(Current Investments)(§ /6L 52525 (1)
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«(Investments in Equity Instruments) §41 &7 £i(a)
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«(Investments in debentures or bonds)$.K.L 241, 7.554(d)

«(Investments in Mutual Funds)$.6. -2 s (e)

¢ (Investments in partnership firms) $.4.4~Jtus S hef1 7 ()

-( Other investments (specify nature)((//=olosSe 25K L As(g)
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:(Raw materials) Ji 6 (a)
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«(Finished goods)uil-.¢ (c)
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(Unbilled revenue) s £ & N

(Accrued interest on investment)s» s % z5 4L~ .

»#3 (Pre-paid expenses)ebl/ 14z ¢ (viD)

(Illustrations) u’g 13.5
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e Preliminary Expenses

e Discount on Issue of Shares and Debentures

e Forfeited Share Capital Account

e Goodwill
e Bank Overdraft

e Provision for Taxation

<

Preliminary Expenses

Asset Side - Other Current Assets

Discount On Issue Of Shares And
Debentures

Asset Side - Other Current Assets

Forfeited Share Capital Account

Liability Side

Goodwill

Cassette Side - Intangible Asset

Bank Overdraft

Liability Side - Other Current Liability

Provision For Taxation

Liability Side - Short Term Provisions
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1) Provision for Taxation
2) Live Stock

3) Work-in-progress

4) Bills Payable

5) Patterns

6) Accrued Interest on Investments

7) Goodwill

8) Fixed Deposit from Public Share Premium

9) Share Premium

10) Discount on Issue of Debentures

11) Bank Overdraft
12) Proposed Dividend

J

Provision For Taxation

Liability Side - Short Term Provisions

Livestock Asset Side - Tangible Assets
Work In Progress Asset Side — Inventories

Bills Payable Liability Side - Trade Payables
Patterns Asset Side - Intangible Asset

Accrued Interest On Investment

Asset Side - Other Current Assets

Goodwill

Asset Side - Intangible Asset
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Fixed Deposit From Public

Liability Side - Short Term Borrowings

Discount On Issue Of Debenture

Asset Side - Other Current Assets

Bank Overdraft

Liability Decide - Trade Payables

Proposed Dividend

Liability Side - Short Term Provisions

3Je

e lWeF Lo U AL ot PESDF T it S LF Sz

(i) Discount on Issue of Shares
(i) Livestock

(iii) Discount Earned

(iv) Accrued Interest on Investments

(v) Goodwill Written Off
(vi) Patents and Trademarks
(vii) Work-in-progress

(viii)  Goodwill

<

Discount on Issue of Shares

Asset side — Other Current Assets

Livestock

Asset side — Tangible Assets

Discount Earned

Income statement — Other Receipts

Accrued Interest on Investments

Asset side — Other Current Assets

Goodwill Written Off

Asset side — Other Current Assets

Patents and Trademarks

Asset side — Intangible Assets

Work-in-progress

Asset side — Inventories

Goodwill

Asset side — Intangible Assets
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(Short Answer Type Questions) = Ul J b Lawﬁ /‘:;
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(Long Answer Type Questions) < Ul J b nglﬁd +
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Preliminary Expenses

Sundry Debtors

Discount on Issue of Shares and Debentures
Furniture

Forfeited Share Capital Account

Goodwill

Bank Overdraft

Provision for Taxation

Sundry creditors

Qloed L SN st T IDAT S A )

Land and Building

Discount on Issue of Shares
Livestock

Depreciation on building
Discount Earned

Accrued Interest on Investments
Goodwill Written Off

Patents and Trademarks

Work-in-progress
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(Suggested Books for Further Readings) (s Z;f“ “i L2 brir13.8

1. Corporate Accounting-Md Hanif & Amitabha Mukherjee, McGraw Hill
Education (India) Private Limited

2. Corporate Accounting —V.Rajasekran & R. Lalita, Pearson Delhi

w

Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan
Chand & Sons.

4. Advanced Accountancy - Shukla and Grewal, S. Chand & Co.

5. Advanced Accountancy - R. L. Gupta &Radhaswamy, Sultan Chand & Sons.

6. Advanced Accountancy (Vol-ID - S. N. Maheshwari & V. L. Maheswari, Vikas.
7. Accountancy—III — Tulasian, Tata McGraw Hill Co.

8. Advanced Accountancy - Arulanandam; Himalaya.

9. Accountancy—III - S.P. Jain & K.L Narang, Kalyani Publishers.

10.Guidance Note on the Revised Schedule VI to the Companies Act 1956, The
Institute of Chartered Accounts of India.
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(Introduction) 47 14.0
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(Tllustrations) d -14.4
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Particulars Debit Credit

Equity Share Capital -1 2,00,000
Gross Profit (Revenue Profit) -1 2,00,000
General Reserve - 30,000
Buildings (Original Cost: Rs.2,00,000) 1,20,000 -
10% Debenture -1 1,00,000
Plant and Machinery 2,00,000 -
Rent, Rates and Insurance 20,000 -
Advertising 10,000 -
Salary 20,000 -
Director’s Fees 10,000 -
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General Expenses 10,000 -
Profit and Loss A/c - 50,000
Printing and Stationery 10,000 -
Preliminary Expenses 20,000 -
Goodwill 20,000 -
Cash and Bank Balances 30,000 -
Debtors and Creditors 80,000 20,000
Investment 50,000 -
Total 6,00,000| 6,00,000

el 3L

~2/5,000 ;128U i (@D
) L@“& de_zg(interest on debentures)s» 2%~ (ii)
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Profit and Loss Account for the year ended 31 March 2016

Particulars Note Amount
(Rs.)
Gross Profit 2,00,000
Less: Employee Benefit Expenses 13 22,000
Finance Cost 14 10,000
Depreciation and Amortisation 15 49,000
Other Expenses 16 64,000
Profit before Tax 55,000
Less: Tax 15,000
Profit after Tax 40,000
Balance Sheet as on 31 March 2016
Particulars Note | Amount
(Rs.)
1. Shareholders’ Funds
a. Share Capital 1 2,00,000
b. Reserves and Surplus 2 90,000
2. Share Application Money pending Allotment -
3. Non-current Liability (10% Debentures) 1,00,000
a. Long-term Liabilities 3 -
4. Current Liabilities
a. Short-term Borrowings 4 -
b. Other Current Liabilities 5 32,000
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c. Short-term Provisions 6 45,000
Total 4,67,000
ASSETS

1. Non-current Assets
a. Fixed Assets 7 2,96,000
b. Investments - 50,000

c. Other Non-current Assets ) )
2. Current Assets

a. Trade Receivables ] 75,000

b. Cash and Cash Equivalents 9 30,000

c¢. Short-term Loans and Advances 10 -

d. Other Current Assets 11 16,000
Total 4,67,000
Notes to Accounts:

(1) Share Capital

Particulars Amount (Rs.)
Equity Share Capital 2,00,000
2,00,000
(2) Reserves and Surplus
Particulars Amount
(Rs.)
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Surplus Opening Balance 50,000
General Reserve 30,000
Surplus 40,000
Less: Appropriations (Proposed 30,000 10,000
Dividend)
90,000
(3) Long-term Liabilities
Particulars Amount (Rs.)
10% Debentures 2,00,000
2,00,000
(4) Short-term Borrowings
Particulars Amount (Rs.)
hort-term Borrowings NIL
NIL
(5) Other Current Liabilities
Particulars Amount (Rs.)
Creditors 20,000
Outstanding Debenture Interest (10% of Rs.1,00,000) 10’00()
Outstanding Salary 2,000
32,000
(6) Short-term Provisions
Particulars Amount (Rs.)
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Proposed Dividend (15% of Rs.2,00,000) 30,000
Provision for Taxation 15,000
45,000
(7) Fixed Assets
Particulars Amount
(Rs.)
Buildings 1,20,000
Less: Depreciation (10% o0fRs.2,00,000) 20,000 1,00,000
Plant and Machinery 2,00,000
Less: Depreciation (10% o0fRs.2,00,000) 20,000 1,80,000
Goodwill 20,000
Less: Goodwill Written Off 4,000 16,000
2,96,000
(8) Trade Receivables
Particulars Amount(
Rs.)
Debtors 80,000
Less: Provision for Bad Debts 5,000 75,000
75,000
(9) Cash and Cash Equivalents
Particulars Amount (Rs.)
Cash and Bank Balance 30,000
30,000
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(10) Other Current Assets
Particulars Amount
(Rs.)
Preliminary Expenses 20,000
Less: Preliminary Expenses Written Off] 5,000 15,000
Prepaid Insurance 1,000
16,000
(11) Short-term Loans and Advances
Particulars Amount
(Rs.)
Short-term Loans and Advances NIL
NIL
(12) Employee Benefit Expenses
Particulars Amount (Rs.)
Salary 20,000
Add: Outstanding Salary 2,000 22,000
22,000
(13) Finance Cost
Particulars Amount (Rs.)
Interest on Debentures 10,000
10,000

(14)
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Particulars Amount (Rs.)
Depreciation on Building 20,000
Depreciation on Plant 20,000
Amortisation of Preliminary Exp. 4,000
Amortisation of Goodwill 5,000
49,000
(15) Other Expenses
Amount (Rs.)
Particulars
Rent Rates and Taxes 20,000
Less: Prepaid Rent 1,000 19,000
Advertising 10,000
Director’s Fees 10,000
General Expenses 10,000
Printing and Stationery 10,000
Provision for Bad Debts 5,000
64,000
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2.Je

e Lt G T et F 2013 A/ 31

Particulars Debit (Rs.)| Credit (Rs.)
Stock as on 01 April 2012 2,08,000 -
Sales -1 21,60,000
Excise Duty 40,000 -
Purchases 17,00,000 -
Wages 3,00,000 -
Discount 74,960 40,000
Furniture 4,00,000 -
Salary 1,48,000 -
Rent 37,800 -
Sundry Expenses 20,280 -
Profit and Loss A/c as on 01 April 2012 - 2,04,240
Goodwill 2,60,000 -
Share Capital - 10,00,000
Debtors and Creditors 2,94,000 2,86,000
Machinery 3,68,000 -
Cash and Bank 1,05,200 -
Reserve Fund - 2,06,000
Patents 1,20,000 -
10% Debentures - 2,00,000
Interest on Debentures 20,000 -
40,96,240|  40,96,240
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Statement of Profit or Loss for the year ended 31 March 2013

Particulars Note Amount

(Rs.)

1. Revenue from Operations (Sales) 21,60,000

2. Other Income (Discount Received) 40,000

3. Total Revenue (1 +2) 22,00,000
4. Expenses:

a. Raw Material consumed plus Excise Duty (Purchases) 17,40,000

Less: Difference in Closing and Opening Stock (8,80,000 — 2,08,000) (6,72,000)

b. Employee Benefit Expenses (Salaries and Wages) y 4,438,000

c. Finance Cost 5 20,000

d. Depreciation and Amortisation 13 1,75,200

e. Other Expenses o 1,33,040

5. Total Expenses (a to €) 18,44,240

6. Profit before Tax (3-5) 3,55,760

1,06,728
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Less: Provision for Income Tax (30% of 3,55,760) 2,49,032
Net Profit after Tax 2,04,240
Add: Profit and Loss Balance of previous years 4,53,272
Net Profit before Transfer 1,50,000
Less: Proposed Dividend 24,338
Less: Corporate Dividend Tax (1, 50,000 ¥16.225 %)
Surplus carried over to Balance Sheet 278,934
Balance Sheet of Bharat Ltd., as on 31 March 2013
Particulars Note |Amount (Rs.)
1. Shareholders’ Funds
a. Share Capital 1 10,00,000
b. Reserves and Surplus 2 4,84,934
2. Share Application Money pending Allotment -
3. Non-Current Liability 2,00,000
a. Long-term Liabilities (10% Debentures) 2,86,000
4. Current Liabilities 3 -
a. Trade Payables 2,81,066
b. Other Current Liabilities -
c. Short-term Provisions
5
Total 22,52,000
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ASSETS
1. Non-Current Assets
a. Fixed Assets 6 6,72,800
b. Intangible Assets . 3,00,000
c. Investments
d. Other Non-current Assets
2. Current Assets
a. Trade Receivables
b. Inventories 8 2,94,000
c. Cash and Cash Equivalents 9 8,80,000
d. Short-term Loans and Advances 10 1,05,200
e. Other Current Assets -
Total 22,52,000
Notes:
(1) Share Capital
Particulars Amount(Rs.)
Equity Share Capital 10,00,000
10,00,000
(2) Reserves and Surplus
Particulars Amount (Rs.)
Profit and Loss A/c 2,78,934
Reserve Fund 2,06,000
4,84,934

(3) Long-term Liabilities
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Particulars Amount (Rs.)
10% Debentures 2,00,000
2,00,000
(4) Trade Payables
Particulars Amount (Rs.)
Creditors 2,86,000
2,86,000
(5) Short-term Provisions
Particulars Amount (Rs.)
Proposed Dividend (10,00,000 @ 15%) 1,50,000
Provision for Tax 1,06,728
Corporate Dividend Tax 24,338
2,81,066
(6) rixed Assets
Particulars Amount
(Rs.)
Furniture 4,00,000
Less: Depreciation @, 10% on 4,00,000 40,000 3,60,000
Machinery 3,68,000
Less: Depreciation @, 15% on 3,68,000 55,200 3,12,800
6,72,800
(7) Intangible Assets
Particulars Amount
(Rs.)
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Goodwill 2,60,000
Less: Written Off 60,000 2,00,000
Patents 1,20,000
Less: Written Off 20,000 1,00,000
3,00,000
(8) Trade Receivables
Particulars Amount (Rs.)
Debtors 2,94,000
2,94,000
(9) Inventories
Particulars Amount(Rs.)
Closing Stock 8,880,000
8,80,000
(10) Cash and Cash Equivalents
Particulars Amount (Rs.)
Cash and Bank Balance 1,05,200
1,05,200
(11) Employee Benefit Expenses
Particulars Amount(Rs.)
Salary and Wages (1,48,000 + 3,00,000) 4,48,000
4,48,000
(12) Finance Cost
Particulars Amount(Rs.)
Interest on Debentures 20,000
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20,000

(13) Depreciation and Amortisation Expenses
Particulars Amount(Rs.)
Depreciation on Furniture 40,000
Depreciation on Plant and Machinery 55,200
Goodwill Written Off 60,000
Patents Written Off 20,000 1,75,200
1,75,200
(14) Other Expenses
Particulars Amount(Rs.)
Rent 37,800
Sundry Expenses 20,280
Discount Allowed 74,960 133,040
1,33,040
3 £
- S S0LF U201 18431 el it EVTL sz
Debit Balances (Rs.) Credit Balances (Rs.)
Premises 30,72,000 | Share Capital 40,00,000
Plant 33,00,000 | 12% Debentures 30,00,000
Stock on 01 April 2010 7,50,000 | Profit and Loss A/c 2,62,500
Debtors 8,70,000 | Creditors 7,70,000
Goodwill 2,50,000 | Sales 41,50,000
Bank Balance 4,06,500 | General Reserve 2,50,000
Calls in Arrears 75,000 | Reserve for Doubtful 35,000
Debts as on 01 April 2010
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Interim Dividend 3,92,500

Purchases 18,50,000

Preliminary Expenses 50,000

Wages 9,79,800

General Expenses 68,350

Salaries 2,02,250

Bad Debts 21,100

Debenture Interest Paid 1,80,000
Total 1,24,67,500 1,24,67,500

e Sl

- ¢5/10,50,0004 SIS (D

S e 15% g i)

- Awritten off ./ ?g;/S,OOOLuialgli'!éml(iii)

-~ <y J VJA]{,Z.‘““)LGV)

-U,:/'/Jb' ufu'/“/J)??LuZS,OOO V)
g a u’g Xk ysazsy KV

JS

Statement of Profit or Loss for the year ended 31 March 2011

Particulars Note |[Amount (Rs.)
1. Revenue from Operations (Sales) 41,50,000
2. Other Income -
3. Total Revenue (1+2) 41,50,000
4. Expenses:
a. Raw Material Purchased 18,50,000
Less: Difference in Closing and Opening Stock (10,50,000 — 7,50,000) 11 (3,00,000)
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b. Employee Benefit Expenses (Salaries and Wages) 12 11,82,050
c. Finance Cost 13 3,60,000
d. Depreciation and Amortisation 14 5,00,000
e. Other Expenses 54,450
5. Total Expenses (a to e) 36,46,500
6. Profit before Tax (3-5) 5,03,500
Add: Profit and Loss Balance of previous years 2,62,500
Net Profit before Transfer 7,66,000
Less: Proposed Dividend (Interim) 3,92,500
Less: Transfer to General Reserve 25,000
Surplus carried over to Balance Sheet 3,48,500
Balance Sheet of Noor Ltd., as on 31 March 2011
Particulars Note | Amount
(Rs.)
1. Shareholders’ Funds
a. Share Capital 39,25,000
b. Reserves and Surplus 2 6,23,500
2. Share Application Money pending Allotment -
3. Non-Current Liability
a. Long-term Liabilities (12% Debentures) 3 130,00,000
4. Current Liabilities
a. Trade Payables 4 7,70,000
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b. Other Current Liabilities -
c. Short-term Provisions 5 1,80,000
Total 84,98,500
ASSETS
1. Non-current Assets
a. Fixed Assets 6 | 58,77,000
b. Intangible Assets (GoodwilD) 2,50,000
c. Investments -
d. Other Non-current Assets -
2. Current Assets
a. Trade Receivables 7 8,70,000
b. Inventories 10,50,000
c. Cash and Cash Equivalents 9 4,06,500
d. Short-term Loans and Advances -
e. Other Current Assets 10 45,000
Total 84,98,500
Notes:
(1) Share Capital
Particulars Amount(Rs.)
Equity Share Capital 40,00,000
Less: Calls in arrears 75,000 39,25,000
39,25,000
(2) Reserves and Surplus
Particulars Amount(Rs.)
Profit and Loss A/c 3,48,500
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General Reserve 2,50,000
Add: Transfer to General Reserve 25,000 2,75,000
6,23,500
(3) Long-term Liabilities
Particulars Amount(Rs.)
12% Debentures 30,00,000
30,00,000
(4) Trade Payables
Particulars Amount(Rs.)
Creditors 7,70,000
7,70,000
(5) Short-term Provisions
Particulars Amount (Rs.)
Outstanding Interest on Debentures (30,00,000% 12%* 1,80,000
6/12) 1,80,000
(6) Fixed Assets
Particulars Amount (Rs.)
Plant 33,00,000
Less: Depreciation @ 15% on 33,00,000 | 4,95,000 28,05,000
Premises 30,72,000
58,77,000
(7) Trade Receivables
Particulars Amount(Rs.)

264




Debtors 8,70,000
8,70,000
(8) Inventories
Particulars Amount(Rs.)
Closing Stock 10,50,000
10,50,000
(9) Cash and Cash Equivalents
Particulars Amount(Rs.)
Cash and Bank Balance 4,06,500
4,06,500
(10) Other Current Assets
Particulars Amount (Rs.)
Preliminary Expenses 50,000
Less: Preliminary Expenses Written Off 5,000 45,000
45,000
(11) Employee Benefit Expenses
Particulars Amount(Rs.)
Salary 2,02,250
Wages 9,79,800 11,882,050
11,882,050
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(12) Finance Cost

Particulars Amount (Rs.)
Interest on Debentures 1,80,000
Add: Outstanding Interest on 1,80,000 3,60,000
Debentures(30,00,000*%12%*6/12)
3,60,000
(13) Depreciation and Amortisation Expenses
Particulars Amount(Rs.)
Depreciation on Plant 4,95,000
Preliminary Expenses Written Off 5,000
5,00,000
(14) Other Expenses
Particulars Amount (Rs.)
General Expenses 68,350
Bad Debts 21,100
Less: Opening Reserve for Bad Debts 35,000 (13,900)
54,450

(Glossary) & 2 14.5

gtfétnuu»zi.uu’l;‘fé_Jgquc‘_ngl;g_LL/(P*,&MK@LJM@’:.uflﬂ(uuﬁmé”
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_ujZ_n%f_)tﬂémm;u& 14l A6 (Preliminary Expenses)ebl2 1314/

Lol sdwor S A .1 (’“’ VQ/?:,?J'{"(Prepaid expenses)&./ iy
-‘at‘ﬂc;q;dngL/’/ﬁblc;% éL:Cc«LM'

(Model Examination Questions)avl/&g‘l;/ 14.6

(Fill in the blanks) (/7 fUxZ b

eSS poml e s L. (1

ce b b A mu?wrwéjgu(/jmu‘uuf 2eaiit o LieEU Q2
PR PR o RY TP YT PN €

e GRS g L ... (4

(20 4. (PH3. (el (L)l bR

(Short Answer Type Questions) = Ul J b Lagm /:4
S el fae e LU (1

_q/ Zf uJ/'ui‘%ﬂ;;u;%LuLaﬁ/,@b»(z
(Long Answer Type Questions) < Uls* J b L:«U;?J: +

SRS HE LF 2017643 et it 503 ABC 1

Particulars (Rs.)
Profit and Loss A/c (Cr.) 33,500
Transfer Fees 3,250
Rent (Cr.) 15,000
Sales 18,08,500
Sundry Creditors 1,20,250
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Bank Overdraft 3,78,500
4% Debentures 2,50,000
Equity Share Capital 10,00,000
Calls 1n arrears 5,000
Interest Bank 45,500
Debenture Interest (for %2 year to 30.9.2016) 5,000
Cash in hand 4,000
Bank Current A/c 10,000
Bad Debts 12,750
Repairs 23,250
Business Expenses 30,500
Commission and Brokerage 33,750
Advertisement 7,500
Bills Receivable 67,250
Sundry Debtors 1,33,000
Goodwill 1,87,500
Loose Tool 75,000
Plant and Machinery 3,75,000
Freehold Land 6,25,000
Manufacturing Expenses 31,500
Wages 6,52,500
Furniture 75,000
Taxes and Insurance 27,500
Patents 1,87,500
Carriage Inward 28,750
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Discount and Rebates 15,000

Preliminary Expenses 5,000
Stock as on 1 April 2016 3,32,500
re b L

12,5001;1%;/12,5004}’;(0utstanding liability)d/¢;,5g@J = bl IS A8 Kl 7 1(1)
Y
Ll g 3010,0005%007% 5,475 (i)
¢+,1,20,000 :(provision for income tax)¢* A u"’g fi (1ii)
LS E i P 10% L7 i 0% gt 3120 % 5%.48 55 st (iv)
€ £03,54,00055: 061520175431 (V)
_J”/ written off 2500%;/;@/'@,«2! v
LB A1 %16.2225F 1yt 10% 5495 00 /U8 (Vi)
A1 b LFFIF 2 %y o L3 Swritten off b Lus?fe e 210,750 (viid)
-/
Answer: (Net Profit: Rs.1,90,610; Surplus: Rs.8,610 and
Balance Sheet: Rs.40, 45,110)

e iU 201254316.Z Co. Ltd 2J1

Particulars Debit (Rs.)|  Credit (Rs.)
Equity Share Capital - 1,50,000
12% Preference Share Capital - 1,00,000
Reserve Fund - 75,000
Buildings 2,50,000 -
10% Debentures - 1,00,000
Plant and Machinery 1,00,000 -
Purchases and Sales 1,25,000 3,00,000
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Salary 30,000 -
Debtors and Creditors 1,15,000 87,500
Bills 40,000 45,000
DirectorRs.s Fees 10,000 -
Bad Debts 2,500 -
Returns 7,500 10,000
Wages 7,500 -
Opening Stock 22,500 -
Loose Tools 30,000 -
Goodwill 40,000 -
Discount on Issue of shares 10,000 -
Cash and Bank Balances 16,500 -
Investments 1,00,000 -
Interest on Investments - 9,000

9,06,500 9,06,500

A Ll

¢ ¢280,000=4fSISH1 (D)
‘Lc(outstanding)g@“iLJW_);»//:"‘%" (i1)
(doubtful debts)us*FS }@‘4,«»@3 5.1 Swritten off ¥ Us* Si 5 4 '/1%;13,000 (i1)

U:/ l’/,)/'{./"ié

oGS 10%.1%5 2 A S 2 isle A4S (V)

_ Atransfer) F* &415,00002 %5220 (V)
R{v4 ;55{ e ?T_UjL/(proposed dividend)y # x42515% 5.4 G A (Vi)
ce e PEL T
(Net Profit: Rs.1,40,125; Surplus: Rs.1,17,528;BalanceSheet: Rs.7,29,875)
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(Amalgamation)

Structure

Introduction

Objectives

Definition Of Amalgamation
Objective of Amalgamation
Procedure of Amalgamation

Advantages and Disadvantage of
Amalgamation

Definition of purchase considerations
Computation of Purchase Consideration
Glossary

Model Examination Questions

Suggested Books for Further Readings
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(Introduction) 4+ 15.0

{[&lg'jfé;_'uy;fgjla J@{]&q,{l-‘aéuﬁl{l} e U Gl L s kS e ssseszy
Sy . -8 (Merger)uﬁwb‘lgf/gul{uﬁ’”?w&gJﬁ’viug’;/d/uu/cj_éz'_/
LA s FeGZ A eSS ol Pl s L b sl Sl s e §il 5%
e Gudb S E A3 mge v dend6 L e S Fudbe L B
86 e hET QAL Sl st b s L IS WL LTt &
(Wlug,@)@yﬁurﬁ‘s‘”é ‘(uﬁu ’f)ﬂutb,gm _thgé/gdf(:,«?uﬁf'uu;mmuﬁ
ST S H ] LS ldt Lo 3 e, 2 Jan el JEF PRSI
LusEESgS

(Objectives) »¢2+5.1
:iufnméé’/aw,»u;.:mLaw&&mm
-iuff /K.'é{}‘ca.l:lr‘}- b.y/j.u!r’}fyuyﬁ”i

.
LS olos L bl 09 sl 20 L W) o

CHdsz pbe Soirf i Uans o

Ly o s e LE bl T e
_aPENE (D 3 fe @) o

Ly AR S 33k V) 3 PTG e

(Meaning and Definition of Amalgamation)— /7 J;l(x';” & K(IFJ! 15.2
U er S U2 G e Z»(Restructuring )f/:/"ld; _u;/g/l{ui'f J(Wluﬁ/’ly/’
Y J/‘gd.’é{/ubﬂ;!ﬂf; ./“& LJ!?(%@%L’}?J&DJ.&::&U//LJQUK&:/&I/L‘L[[/}’Z(L&A!
u:éwguwu@;%zatgnﬁjvéd{dﬂwﬂ J(LL%L'%)#;[.LW&LJQT&LQ!
& ul(Absorption)_,zqutf“téuggf@n ;ﬂt{uggf’ Lﬁf‘LCJ:nuf uﬁ&@gut{(%-‘g A8

-( Reconstruction)s
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B2 e MG A KB s Jo K Getp T UF 2 b L = B S ki S i
PRy TSN T Jﬁ.;l/LungJ&{j&?.QIU!{w‘LJL.@‘L'Ldﬁ
w&/ﬁ/&rd/uzuggf_ 02 s @“L,n,suiu:f;/%q//f_JG»:L'/H//:/@W,%/?Lg:_?,
et s })uﬁgn%@u&%;/ (‘ 2aleetelf U 1A el s
e § @I K L et 35 LizuiBeta Ltd sAlpha Ltd g/ S/ 4Je
Sz F5 Alpha Beta Ltd % § LI £ LoV S sl fos Ul Udssg
LB
A L v LS GASS L Soir A S o s 2o Bo AL S Utz 5.1
o @KL GSPCAGGCL A A e AGGLI A w1 12
iy Bl et £ 3
L WJE PGS S JL_;;/ ST & e 4

(Objective of Amalgamation) MG’»K(W! 15.3

e dt S EeE L 5E s
LSS AL A AT S s A g e
-L'/fj/J’JT,W»ﬁuy»éu{;@uL/J&» .
Kb R Sl ey o
e el s 2y o
_L'/,Su’uﬁ‘}gnd/)}ci“iiuyf"idﬁdt/iﬁ .
2SS laﬂ}(l?/:;zi(u&?’ .

(Reasons For Amalgamation)e{#sJ; rl.ﬁl
:wdsyﬁa&é’ﬁuguﬁu?u:@/ﬂﬁuuy{“&L.:l,z»,of»
L LSS eSEHEE .
-"i LL%J‘;U%%L& .
LS E G
- L& by ACustomer Base)uLi 4~
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(Procedure of Amalgamation).§<y / K(WJ' 154

:‘Llfy@m@{.@)L(Wluﬁ/#Js@u
e Qe T L s AT L S S 281
_‘L&@JﬁéLduﬁ?uﬁ_wfégwf_w‘a&gJ/L;(:gi.gu}uﬁd
e QeSS LS SSEBIS T n 2 LU §97.3
_ujilgéd/tg/’ A LJ{ i/, /:)!/J’AI‘L&)"}’{ & L.4
_uj(ﬁLut'&fz;_u&{ s S F el ol /] f’ S Wi S5

(Advantages of Amalgamation) ,C!};L(Wl 15.5

Ut i 019 e
e Benf cagenlui 1
e WSt Y SR&D 2
P AT 3
_§_tq//1}4(é““iuﬁu;§ Sz 4

(Disadvantages of Amalgamation)etlsd
sl L
e Forenb 6L eilnres @ 1
-‘LL}C nu{ d/ ek 2
ce Fa PARL L3S 3
_‘gmuf o?.ﬁ:‘:ﬁc‘gl:ﬂc/.&gK(Monopoly)d/uutglu::,ﬁl.@ S A6 4
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-+J@nf} (Identification)=3(2s(Goodwil DJs /53 dig .5

(Definition of Purchase Considerations) & /’j d/ J,y;j 15.6

Sl §ih T < L+¢(Purchase Consideration) Jax? Jbr ZAS-14
o sl P S S e ffuuﬁuﬂnﬂiLG{;/’)i/”uﬁfJu?&f;gﬂaj_u‘zi&{fxmfnf
{,x,&;.b;'//l./ﬁu((i{dbi_lg(f&ﬁ/' _‘aﬁtn{, &éaﬁién’c‘i(&&i@'fﬁi.lgd/{,ogqbuﬁd/
32558 p b 65 C S an s J,o,‘au“‘w;,gqcffwiwa,;@ufzb&LL/WQ%%&%J
L(}?f W2 uﬁf /})1}4/5&[5{ d/}Ju}z+agaa,uﬁgw;uvT B S 2
.,e{,/;bédt‘»_‘ab‘n/{,:/g e u(/v'%l{./)d;lgzd,g,g/'_%&lg J!;!“L Litg}“//l,u(
_LLC-ﬁlgUl?{,J}bZ:b"wg?/tf‘}(/ﬁb}/r//?“‘c‘_—g.}/J(EJLZ’&}}G';U}?J@);/{?U:J/?/&}
P LG S Jans

(Computation of Purchase Consideration) & / K d_/ r}l”' Jz&/.‘j 15.7
L@ PE L Bud Jan s

(Lumpsum Method).3 * =2

(Net Payments Method ). Y Kf: blu’J 6.2

(Net Assets Method). 5 26 ujL"‘!u‘J 6.3

(Ratio of exchange Method) 663 2L J s-.4

(Lumpsum Method).3 f=2£. 1
B en OIS San? S Se b b L2 (540 Jheplor =6

(Net Payments Method) .’EJJK‘E P62
;,«,b»;?ug?mﬁi“ﬂﬁadﬁcf_ Z2_/(Purchase Consideration)c[;dij/?gjwf SAu?
omsc b SIS0 IS E s o0, P78 S o ek S TS
Sl LJ{JBL/&,/';;_C‘_L“@Wffuuu‘]u"&@(ad}JJ{J;,L/@A};/'/(“/&K}



H IR ﬁl;/'/o,yli‘v‘{‘jlfﬂlcﬁ =52 S u:’j K(Consideration)u%u"u’{ SAu? Gt S
_%lgtlgyf JE uf(Consideration)ﬁu"u’{ Y ; 23503 20 e gl

L L 3nt SC UL S P J i tn 555 (Consideration) x4/ /#6.2
ffougggu/@,u%gngﬁui‘u%Cde‘{duL/f}/gyeuJ@}w:‘g(}z&/&?y.ﬁu{l
e T S Gl S

_wz_lgé;/gaj_u‘zi&‘{ e AL e B L Sl S3

e B b i 51 L
-Knt/JL“«uﬁﬁ“;Jd/%/’c,’?ugﬁ’;U.Le"zj.u’zi&rduL/w,g‘ﬁ
_w;;/@/u/.:,w/'1£cﬁj:,?uﬁL/¢j:3Kﬁ“/Jd/u;/'ujﬂmm{gfg

b 3 A6 Is 0 S g B e PP Sl SASF Gpl S 4
e bdnsp e SUallln G L

:J’,L»Jf
s A E A

1Je

WO S S b S ed K Iy i adX

LS L2055 e LY 1

_E w7 54160,0000, LY L Lo s PN L0 2AX L 4 L P r LY
bl i L20% wiu £7410,000 L 1000, £ 545 47452

S8 F 60 S50t S s L 2AX S22.40,0002 848 3

)

(Debenture holders payment will be excluded) 62} /7454 f: RS EFA
(Payment in cash and in shares have to be added) -J A L’Juﬁ: B PZ alis 2

P EEed oL S Ups b Lun s & td X Sk L Jo L S HE Fal 3
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(5L
1. Computation of Purchase Consideration (Under Net Payment Method)

Step 1: Cash Payment 60,000 Equity Shares % Rs 20 Rs
(Outstanding) (Given) 12,00,000

Step 2: Payment by Shares Issued 5 Shares for 1 Share
Total Shares=5%x60,000 =3,00,000 Total Amount =
3,00,000xRs10 30,00,000
Step 3: Cash Payment for Liquidation Expenses: 40,000

Step 4: Purchase Consideration (Step 1 + Step 2 + Step 3):

42,40,000

(Net Assets Method). A6t -3
,?n;(‘juﬁm&puﬁ_g_nfy/ufde,@/Kﬁi;ffu¢+WMJWu&;uf,@/,
L,@}u’f_‘atﬁtgw.@)ﬁw.}ux@,,{(ff»’uuﬁww/f9wguf_9W@gJW;@)

_‘ngt[/u’f/ufﬁ»J.:,gqumL/JLi/u;‘f,aéﬁ‘d/u?wu/d"ugi’jl{ﬁ“/d/d%/"aj"

e P AU Sl e

A Ked S ea-ed 3 fUTe= i d Suda e

g0 LA A2 5 L SR S Jas s 23 L3 b

B SESE G B e ]

—af JSEEIEF ;u:,tu{,l/”.'lﬁua’ﬂ /)’(QJ)A/CUW/MZ'Eb’c/lg!j!él)&’u:CUb"J )

FSC S LU e b Qs UL st E e L C bl i1 3
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uf S At 9

KIS 3l e lald PRGS LA S g e St S s b L2 S8 210

Jmf»’uu.u“fgégg?uﬂb@-uﬂjtﬁJﬁuuwmufm;f}.}/uf"u?m;d‘/"&gf“" -11
LS LUt Ud et el A (Overdraft) s

1J¢
e it S 920185431
Liabilities Rs  |Assets Rs
5,000 Equity Shares of Rs100 | 5,00,000 [Fixed Assets 10,00,000,
Each Fully paid
Investments 2,00,000
General Reserve 7,00,000Current Assets 3,00,000
Profit & Loss Account 1,50,000Preliminary Expenses 1,80,000
Trade Creditors 2,00,000Share Issue Expenses 1,20,000
Provision for Taxation 1,50,000,
Proposed Dividends 1,00,000
18,00,000 18,00,000

W o) S std sl p1f il alest st
-« 12,00,000=4 (Revalued)st Uit b(a)

2 1,50,000:5 2 A S84 (D)
uL3,50,0008 tm20d £ Ai(e)
e s/1,75,000 25602 e b arlo sl St s Ll ()
L Linngid e @ L 2doie)
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JS

Step1:  Assets Taken Over by American Ltd.: Rs Rs
(1) Fixed Assets 12,00,000
(i) Investments 1,50,000
(ii1) Current Assets: 3,50,000
Less: Dividend Paid: 1,00,000 2,50,000
Step2: Add [(D + G + GiD]: 16,00,000
Step3: Liabilities Taken Over:
(1) Trade Creditors 2,00,000
(i) Tax Liability 1,75,000
Step4:  Add [(D) + GiD)] 3,75,000 3,75,000
Step5:  (Step 2 — Step 4) Purchase 12,25,000
Consideration}:

Purchase Consideration payable to the Shareholders of Asian Ltd. =Rs
12,25,000.
This amount, i.e. 12,25, 000, may be paid by American Ltd. either in the form

of cash or shares or debentures or in the combined form of cash and securities

<y

Lug;u.ﬂjf;;u-t?nulbf e UStnsn S Khgsoid el tfumﬁ:gj%aruﬁ;/ Uzg
VOBl S e sl i o, Sl (P b s £ §bsms(Deduction) 5 U F1
et
(Ratio of Exchange Method).3 ¥, Qf{l — 4

LI L5 ol T A el S A s 3 LK A
el i Sk A7 s L AL e e ol A L B

7L L 725 0 Lok P X Ltdu sl 2L Y LtdeX Ltd. g ZJi
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7 % 20002 s A 140 Y i3 s A 500 il Xy S b £ 5 NLE L e A
U140 =
re bl 4/5£mew:’“’ A

Intrinsic Value=Asset Available for Equity Shareholder/No of Equity Share

V= 5(5‘{ S| f“ =Jant e tblfE LS s (Consideration) J4+.
AL S Lot b E i 7 L a7 S e i

YRS

b FEACOS I e oL St K PEEHE L b
-+

S 1607 L Jie el S Utus Ay 2 7 SUz-3 £ 16.8 = T x60/25
M P I F Gl S e § g B it o B L L N6 e L
_‘Lt'tng}()//ﬂ}f Ve LJ{ i S ﬁ“ Whi_w S ‘FLJU)"L&/ Syt
1Je

(Ratio of Exchange Method) K63 )J:L:l;f

o ledend s Lﬁﬂ&jffgdtﬁgggJu,'yL/,i’i’:«on?L(fuJ(W;é_qu
K b Un Gt T L Uik S e 7

Godl o 2§ 221024 A A < J'}“//nu‘ﬂ (A£175,000 - 6 ks ths
3754/?6’5/'/’-? ﬂ)uﬁMUi-SO:W&&MISO:ﬁﬂw!:wQ&//l(Intrinsic values) /.4
_ufé_,ub/ﬁ“ /Jd/u;/’ff LGS %%5-990:&&{/@@%-@

S

Step 1: Determine the Ratio of Exchange:

It Is Based in Intrinsic Value of Shares as per the Direction Given in the

Question.

Intrinsic Value of Shares Ratio Alpha :Delta = 80: 50, 1.e., 8:5
Hence, the Ratio of Exchange Will be for Every 8 Shares of Delta, 5 Shares
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of Alpha Ltd.

Step 2: Determine the Number of Shares to Be Issued by

Alpha Ltd. =8x5=46,875 Shares

Step 3: Actual Number of Shares to Be Issued Is Determined by Deducting

Fractional

Shares, 1. e, 46,875-375=46,500 Shares.

Step 4: Determination of Purchase Consideration: Jf) Kﬁ Jd/ Janr

(1) Number of Shares to Be Issued X Intrinsic Value ¥37,20,000
46,500 x¥80

(i) Add: Fractional Shares 375 %380 730,000
Total: ¥37,50,000

Lesip e d Ce M 7375 L0l SEev A F 00 £ K3 b Bk F6
33,750=90x375 ¢, F 54 J73 A e §15:90 Se £ dd Sl st D o1 L e
LG 5 A 617133,7500 - En

- g . L&WLﬁmﬁ“ WSU i %
;?ﬂ)&u;/Yy,),,;+g,J54=9ox0.6L4£ AEFPLAIX S p LJe
o1, £33,750F )i b7 L Lo F p e £ 427=90%0.3L4£0.3

(Glossary) u@/ 15.8

-5’{ J!,g/"'é’f‘adu,g/'&f U 2 o (Acquirer) S e e

d‘fé La’./d”lpJ;;ﬂ//,‘}{d/uu’/&{,gg‘at“m;dr" (Acquisition)J»® e
A LS St s Lo 4450L ¢ A /)Ju/_‘ag,yj Yl {9797
ctl Ur e Bot e tol§E S e i L e S S L Gt Fo

SFE G LU e U1t L1 (Amalgamation/Consolidation) ¢/6/ @ e
Sy G A i B S e U B el
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-‘Lt',yj Lwéu‘f .”fjv’dﬁo,«:f Jb (Asset Deal) 6t ®
_‘gr@g;uﬁy d/ﬁv/ u”‘r &Cw,ﬁu(y} d/ $s47 (Cash Consideration )J4 & e

(Model Examination Questions) < l+ &l}‘u/ 15.9

(Fill in the Blanks).J/Z# U i
N o T o (o BN
e QeSS b LB SSEBIS A S tn Lo 2
g a— S 55588 p b Jan s 3
L e L lodrsr 4
U N (OSSR WL SIS T — dnd Srste s .5
‘LJ&

Sl 5 Jo-4 73 U §s7- 2. Jo#ll el

( Short Answer Type Questions)e iy Jbl 172~
S L@ ]
SV Jans 2
ez T = AMEWs 3

( Long Answer Type Questions)= > Jb 12 f#
_u:"gfvaszﬂ%,u/bg/?u?% 1
gfedfaen L@ 2
gLl § U U e K3 LA 3
WO S byt 2 stasd A KL S Jpd i i 4
L10Ut i i s & P2 e b L e LB s A0S 5 2 i e
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e Vol 4 L 10% 5 I 27+510,000L 1000, £ o 0 in 2754
SO FE S s Srens i 2 S22 80,0002 0848

o it e S(Khaitan Ltd)2doed 1201954 31 .5

_E T 5 £30,0000L LS L e PP by

Liabilities Rs Assets Rs
5,000 Equity Shares of Rs | 6,00,000 [Fixed Assets 12,00,00
100 Each Fully paid 0
Investments 2,00,000
General Reserve 8,00,000Current Assets 3,00,000
Profit & Loss Account 2,50,000Preliminary Expenses 2,80,000
Trade Creditors 1,00,000Share Issue Expenses 3,20,000
Provision for Taxation 2,50,000
Proposed Dividends 3,00,000
23,00,000 23,00,00
0
W gt 2 tmd adeins - Gxd LA
-<11,00,000=4(Revalued)inSustild  (a)
-2,00,0005 248864~ (D)
uL L 4,50,0008 20 d Lo (©)
e 2 1/1,75,00025 67 e bSarlos gl Sinsnnsduf Lo (@
_ufé.,,wKH"JJ&JU;/'-Zuﬂgéuuﬁﬁ;gsacﬂﬁtiﬂ’ﬂubfr (e)

(K4

(Suggested Books for Further Readings) Uz (s ’4:{“ “i o s 215.10

2.

Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan Chand & Sons.

Advanced Accountancy - Shukla and Grewal, S. Chand & Co.
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11.

12.
13.

Corporate Accounting-Md Hanif & Amitabha Mukherjee, McGraw Hill Education
(India) Private Limited

Corporate Accounting —V.Rajasekran & R.

Lalita, Pearson Delhi

Advanced Accountancy - R. L. Gupta & Radhaswamy, Sultan Chand & Sons.
Advanced Accountancy (Vol-ID) - S. N. Maheshwari & V. L. Maheswari, Vikas.
Accountancy—III — Tulasian, Tata McGraw Hill Co.

Advanced Accountancy - Arulanandam; Himalaya.

Accountancy—III - S.P. Jain & K.L Narang, Kalyani Publishers.

Guidance Note on the Revised Schedule VI to the Companies Act 1956, The Institute of
Chartered Accounts of India.

Advanced Accounting (IPCC) - D. G. Sharma, Tax Mann Publications.

Advance corporate accounting- B Krishna Rao, S. Krishnaih gaud, K. Sreelatha Reddy.
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(Amalgamation by Merger and Purchase)

Structure

Introduction

Objectives

Reasons for Amalgamation

Types of Amalgamation

Amalgamation in the nature of merger
Amalgamation in the nature of purchase
Glossary

Model Examination Questions

Suggested Books for Further Readings
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(Introduction) 47 16.0

L1 LG Sas b Lo de & Ut Fal Ul ie mndh S K s s
LI putosy S22l IS b Lo e toloe L p@1e e G §
Q}/k/fftﬂ(ﬁé’ig;uﬁ_u?ﬂgfm;Ju_‘adlfz.@f(@!,?%&w/ﬂﬂﬂqbﬁid{&._,gcj_
,,wu(«;d:ﬁ/? a/ruu_ﬂﬁuuﬁggiuf SAal\ (W’nuﬁgg}gf (Wl(}”’}-‘at‘nlfc }nruﬁn_%g
Ly e

72 L S o guw’uﬂ}mggmJ(anlfﬁ'wﬁ:&’”(%L.;Tut — &f
E IG5 @ LS SEGEE L SIS F S st
LUk ;,u;rdﬁ-(wd//(.zgfi

(Objectives) ##6+16.1

:Zufmjb“Léﬂfauﬁyu’?l’wé,du'Léwm
-L/me{.é)/j./}!fI,’W’Zﬂ.;)’éd/lé/‘m/ °
_Zuf/u’/‘a )l/ga,c:«lzﬁﬁéﬂﬁl

LS A o
_Zui;f(uﬁl4;gd/¢,{jtf/ o
_Zuif(uﬁia,%éa{id/d/u:} o
—e Uiy Jﬁ-(u@@hc/ .

(Reasons for Amalgamation)ol,ﬁﬁéﬂﬁ! 16.2

il —E1L L I e s f 3o
L L SSAEHEE
LLinfute A

LS E G
- L by ACustomer Base)uL14”
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A Y S-Sl ) -

L L TP em e
_V/J’uféfﬂéfdjg;ma’véu,%,m’ug .
L LSSl § LA

(Types of Amalgamation) (UlJ (Wl 16.3

et S e AS 14
_(uﬁi4¢,{}d/d/1¢7(ii)/,1(@'4 _»,{}J(szi(i)

In the nature
of merger

In the nature

ﬁ of purchase

(Amalgamation in the Nature of Merger)/ W'{,)Q&J o) d/ ﬁ’ 16.4

Z (Share Holder) u@gu“ﬂ.ﬂ.g.glgd/dkﬁJa@zlu,lujw&/;uﬁruﬁléf’"’m
nJG{/})u}’awwlf_wﬁ Lg}{d})l;ufuﬁg/ﬁ-c‘;t‘(gy/gj@d{:cwLu;;".;{ul/;lc,blﬁ»
(uﬁ14_~,{}d//'/(uﬁu§n4m/‘ bt oii U ol L(Wugung‘:ﬂﬂ e -t e
-¥2_l&" (Amalgamation in the nature of merger)
ujLL?uf..ptgumeL(j{ /}Ju”gwu;tlwﬁiﬁ{ $ ,&JV’ML(W! ()
it E o S Wl S50 P e iBI0L S Sl S (D)
Qe FSyd s L issued a1 L P7 SEIAFE du@y’ﬂf@&}f gz (Gid
c‘_ﬁﬁ lgd/’)’? 444 ( Fractional share) * $sz ¥ u/ Sy
—e b pzéruz?;&}{ Sisd st As KK dnz Gv)
U QS s U3 L s s poe L3 32 e AL SUndy B3l (V)
Ut Sl L G ta S S oS etz
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Ui U Pt 6§ B Ltd o A Ltd 52016 4F

1Jes

Particulars ALtd.(Rs) | BLtd.(Rs)

[. EQUITY AND LIABILITIES

Shareholders’ Funds :

Share Capital 1,20,000 1,00,000

Reserves and Surplus Reserve 60,000 50,000

Profit and Loss Account 10,000 20,000

(2) Share Application Money Pending Allotment :

(3) Non-current Liabilities :

Current Liabilities :

Trade PayablesCreditors 30,000 10,000

TOTAL 2,20,000 1,80,000

1. ASSETS

Non-current Assets :

Fixed Assets

Tangible Assets-------- Land and Building 1,40,000 1,20,000

(2) Current Assets :

(a) Inventories 30,000 15,000

(b) Trade Receivables Debtors 10,000 25,000

(d) Cash and Cash Equivalents Cash and Bank 40,000 20,000
TOTAL  2,20,000 1,80,000
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Notes to Accounts

Share Capital
Particulars A Ltd. B Ltd.
Rs Rs

Authorised Capital :
... Equity Shares ofRs...each ] L.l
... Preference Shares ofRs...each L Ll
[ssued and Subscribed Capital :
8,000 Equity Shares of Rs 15 each fully paid 1,20,000
10,000 Equity Shares of Rs 10 each fully paid ----1,00,000

1,20,000  1,00,000

P 2 ﬂ}%}duuf & Ld_ S (" L1 2S5 i UG Ul s
K2 bk = latslUFet CB LtdsiA Lid .1
LbBar 2 L5 G A08,600L 4 B s10f 18,98 6145.2
e 12,5025 2P S 5 K2l LB LtdsA Ltdd £ s £ o313
Sebd Eiie S PEAB Ltdf ko 3 4

/S

-QIGA:A?U/J‘L(-{‘Z“& LL/M[U/CJ/JW(}/}’WL’(I)
A2 AB Ltdosiy /s eblaf 2 s AB

S
(:yd/(}./d/d/léf'

~25,10,000 = (1,00,000/10): 42+3_£+,8,000 = (1,20,000/15) 5.5~ A Ltd
-&+,2,00,000 = 25X 8,000: k52 A A Ltd
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B Ltd 10,000X12.50 =RS1,25,000
e £52,86,000=10X 28,6007 . F §s
by o L5 :8,1,25,000 : 2,00,0002 5L ByA
.
¥h £4,1,76,000=13/13 X2,86,000/ALtd
¥4z ,,110000=5/13X 2860005BLtd
€ blolks ay?¢,1,¢u§w(0£ﬂy)g};,¢ﬂﬂ<,¢

AU Sl e

et~
Date Particulars LF.| Rs Rs
2016 Realisation Alc .Dr. 2,20,000
Apr. 1 ToLand and Buildings Alc To Inventories Alc 1,40,000
ToDebtors Alc 30,000
To Cash and Bank Alc 10,000
Being the transfer of difference assets to Realisation 40,000

Account as per the scheme ofamalgamation)

Creditors Alc Dr. 30,000

To Realisation Alc 30,000
Being the transfer of creditors to Realisation Account)

Equity Share Capital Alc Dr. 1,20,000

Reserve Alc Dr. 60,000

Profit and Loss Alc Dr. 10,000

To Sundry Equity Shareholders Alc 1,90,000

Being the transfer of Share Capital, Reserve and Profit and

Loss Account balance to Sundry Shareholders Account)
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AB Ltd Alc Dr. 1,76,000
To Realisation Alc 1,76,000
Being the purchase consideration due from AB Ltd.)
Sundry Equity Shareholders Alc Dr. 14,000
To Realisation Alc (Note 1) 14,000
(Being the loss on realisation transferred to Sundry Equity
Shareholders Account)
Shares in AB Ltd Alc Dr.
To AB Ltd Alc 1,76,000
Being the purchase consideration received from 1,76,000
AB Ltd)
Sundry Equity Shareholders Alc Dr. 1,76,000
To Shares in AB Ltd Alc 1,76,000
Being the distribution of shares in AB Ltd among
the existing shareholders)
Ul
S~
Date Particulars LF.. Rs Rs
2016 Realisation Alc Dr. 1,80,000
Apr. 1 To Land and Buildings Alc 1,20,000
To Inventories Alc 15,000
To Debtors Alc 25,000
To Cash and Bank Alc 20,000
(Being the transfer of different assets to Realisation
Account as per the scheme ofamalgamation)
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Creditors Alc Dr.
To Realisation Alc

(Being the transfer of creditors to Realisation Account)

Equity Share Capital Alc Dr.
Reserve Alc Dr,
Profit and Loss Alc Dr.

To Sundry Equity Shareholders Alc
(Being the transfer of Share Capital, Reserve and Profit
and Loss Account balance to Sundry Shareholders

Account)

AB Ltd Alc Dr.
To Realisation Alc

(Being the purchase consideration due from AB Ltd.)

Sundry Equity Shareholders Alc Dr.

To Realisation Alc (Note 1)

(Being the loss on realisation transferred to Sundry Equity

Shareholders Account)

Shares in AB Ltd Alc Dr.
To AB Ltd Alc

(Being the purchase consideration received from AB Ltd)
Sundry Equity Shareholders Alc Dr.
To Shares in AB Ltd Alc

(Being the distribution of shares in AB Ltd among the

existing shareholders)

10,000

1,00,000

50,000

20,000

1,10,000

60,000

1,10,000

1,10,000

10,000

1,70,000

1,10,000

60,000

1,10,000

1,10,000
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kS 7

Date

Particulars

L.F.

Rs

Rs

2016
Apr. 1

Business Purchase Alc Dr.
To Liquidator of A Ltd Alc
Being the amount payable to A Ltd as per

agreement dated.)

Land and Buildings Alc Dr.

To Reserve Alc [Rs 60,000 - (Rs 1,76,000 -- 1,20,000)]
To Profit and Loss Alc To Creditors Alc
To Business Purchase Alc

Being the different assets and liabilities taken over and the

capital of A Ltd,, adjusted against reserves)

Inventories Alc Dr.
Debtors Alc Dr.
Cash and Bank Alc Dr.

difference between share capitalissued and the amount of share

Liquidator of A Ltd Alc Dr.
To Equity Share Capital Alc
Being the issue of shares against purchase

consideration)

Business Purchase Alc Dr.
To Liquidator of B Ltd Alc

Being the amount payable to B Ltd as per

agreement dated . . .)

293

1,76,000

1,40,000
30,000
10,000
40,000

1,76,000
1,10,000

1,76,000

4,000
10,000
30,000

1,76,000

1,76,000

1,10,000




Land and Buildings Alc Dr,
[nventories Alc Dr.
Debtors Alc Dr,
Cash and Bank Alc Dr.
To Reserve Alc [Rs 50,000 - (Rs 1,10,000 -- 1,00,000)]

To Profit and Loss Alc To Creditors Alc

To Business Purchase Alc

Being the different assets and liabilities taken over and the
difference between share capitalissued and the share capital of

B Ltd, adjusted against reserves)

Liquidator of B Ltd Alc Dr.
To Equity Share Capital Alc

Being the issue of shares against purchase

consideration)

Creditors Alc (Rs 30,000 + 10,000) Dr.
To Cash and Bank Alc (Being the creditors

paid off)

1,20,000
15,000
25,000
20,000

1,10,000

40,000

40,000
20,000
10,000
1,10,000

1,10,000

40,000

U3 12016 44

Particulars

Amount(Rs)

[. EQUITY AND LIABILITIES

(1) Shareholders’ Funds :
(a) Share Capital
(b) Reserves and Surplus

(2) Share Application Money Pending Allotment :

(3) Non-current Liabilities :

2,86,000
74,000
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(4) Current Liabilities :

TOTAL 3,60,000
1. ASSETS
Non-current Assets :
Fixed Assets
Tangible Assets 2,60,000
(2) Current Assets :
(a) Inventories 45,000
(b) Trade Receivables 35,000
(c) Cash and Cash Equivalents 20,000
TOTAL 3,60,000
Notes to Accounts
Share Capital (3) Fixed Assets
Particulars Rs Particulars Rs
Authorised Capital : Tangible Assets :
... Equity Shares of Rs ...each | ....... Land and Building (Rs 1,40,000 + 2,60,000
[ssued and Subscribed Capital : 1,20,000)
28,600 Equity Shares of Rs 10 each | 2,86,000(4) Inventories (Rs 30,000 + 15,000) | 45,000
fully paid
(All the above shares have been (5) Intangible Assets 35,000
issued for consideration Sundry Debtors (Rs 10,000+ 25,000)
other than cash)
(2) Reserve and Surplus (6) Cash and Cash Equivalents
Reserve (Rs 4,000 +40,000) 44,000Cash (Rs 40,000 +20,000 - 40,000) | 20,000

Profit and Loss Account s 10,000 +

20,000)

30,000
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74,000 ‘

Working Notes
(1) Realization Account
Particulars ALtd. | BLtd Particulars ALtd. | BLtd
Rs Rs Rs Rs

To Land and Buildings Alc | 1,40,0001,20,000By Creditors Alc 30,000 10,000
To Inventories Alc 30,000 15,000By AB Ltd Alc (Purchase 1,76,0001,10,000

Consideration)
To Debtors Alc 10,000 25,000By Sundry Equity 14,000 60,000

Shareholders Alc
To Cash and Bank Alc 40,000 20,000

2,20,0001,80,000 2,20,0001,80,000

(Amalgamation in the nature of purchase) (Wlak@ﬁ:«f IS $J4716.5

233pe (TP A LF o L sL P uTnS @t
LA e ,;u/ugéjd/lgﬁgu{zrw;e&i}f Ulbnff oS A ASE S26E S
4‘-%((@%@{)0@)14}/(&215

2 J&

B 5L EMSUT 6o Lo 010 s L5 2L 1l 3020160 g f it
st 20168431y 2
A Ltd.(Rs) | B Ltd.(Rs)

Particulars

D (3) 4)

[. EQUITY AND LIABILITIES
Shareholders’ Funds :
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Share Capital Equity Share of Rs 10 each 6,00,000 2,00,000

b) Reserves and Surplus ~~ Reserve 80,000 40,000
2) Share Application Money Pending Allotment :

3) Non-current Liabilities :

4)Current Liabilities :
Trade PayablesSundry Creditors 6,00,000 60,000
TOTAL 7,40,000 3,00,000
[1. ASSETS
Non-current Assets :
Fixed Assets
Tangible Assets Plant and Machinery 6,00,000 2,00,000
_b) Non-current investments 4,000 Equity Shares of A Ltd. - 40,000
Current Assets :
Other Current Assets 1,40,000 60,000
TOTAL 7,40,000 3,00,000

@ 3 Lt IS Ius g S, Feblaf 2 gt ol Sed e 1 S8 36 iiui‘uch is /‘ZJQ
kRS el

Calculation of Purchase Consideration

S

Particulars Rs
Number of shares required (20,000/5 x 6) 24,000
Less: Already in hand 4,000
New shares to be issued 20,000

20,000 shares @ Rs 10 each = Rs 2,00,000)
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In the Books of B Ltd.

Realization Account

Date Particulars Rs Date Particulars Rs
2016 [To Plant and Machinery A/c| 2 00,000 2016 By Sundry Creditors A/c 60,000
Apr. 1 To Current Assets A/c 60,000 Apr. 1 By A Ltd. A/c 2.00,000
2,60,000 2,60,000

Investment Account (Shares in A Ltd.)

Date Particulars Date Particulars Rs

2016 To Balance b/d : 4,000 40,000 2016 By Sundry Equity 2,40,000
Apr. shares To A Ltd. A/c: 2,00,000 Apr. 1|Shareholders A/c
1 20,000 shares 2,40,000 2,40,000
Sundry Equity Shareholders Account

Date Particulars Rs Date Particulars Rs
2016 To Investment A/c 2,40,000 2016 By Equity Share Capital 2,00,000
Apr Apr. 1/A/c 40,000
1 2,40,000 By Reserve A/c 2,40,000

Ve ( Amalgamation in the Nature of Purchase) (W!VQ:_L’GL =38 S 2 SUZ
(Purchase method of accounting for A¥I 3 ¢Sius L £ Ul & p@id £
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UL e

e S~
Date Particulars L.F. Rs Rs
2016  Business Purchase Alc Dr. 2,00,000
Apr.1  [To Liquidator of B Ltd. Alc 2,00,000
Being the amount payable to the liquidator of B Ltd. as per
agreement dated ) 2,00,000
Plant and Machinery Alc Dr.
Current Assets Alc Dr. 60,000
To Sundry Creditors Alc 60,000
To Business Purchase Alc 2,00,000
Being the different assets and liabilities taken over)
Liquidator of B Ltd. Dr. 2,00,000
To Equity Share Capital Alc 2.00,000
Being the issue of 20,000 shares to the liquidator of B Ltd. in
satisfaction of purchase consideration)
eSSl 12016 gF
Particulars Amount(Rs)
[. EQUITY AND LIABILITIES
Shareholders’ Funds :
Share Capital 8,00,000
Reserves and Surplus 80,000

2) Share Application Money Pending Allotment :

3) Non-current Liabilities :

Current Liabilities :

Short-term Borrowings
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Trade Payables 1,20,000

TOTAL 10,00,000

[1. ASSETS

Non-current Assets :

Fixed Assets

Tangible Assets 8,00,000
2) Current Assets :

a) Other Current Assets 2,00,000
TOTAL 10,00,000
Notes to Accounts
Share Capital (3) Trade Payables

Particulars Amount Particulars Amount
Authorised Capital : Sundry Creditors 1,20,000
... Equity Shares of Rs ... each ..{(4) Fixed Assets
[ssued and Subscribed Capital : Tangible Assels
80,000 Equity Shares of Rs 10 each 8,00,000Plant and Machinery 800,000
fully paid
Of the above shares 20,000 equity () Other Current Assefs
shares have been issued for ;00,000
consideration other than cash)
2) Reserve and Surplus

80,000

(Glossary) u@/ 16.6

(Buyback of Shares) w3357 §U*° L0y o
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U $ e me el F et LG s s 2 LG
ce b P i L2 SN
(External Reconstruction)}/'/.-.‘;J Qg o
- ;J:@“ ug»/;i’j V:’:&Cﬁulﬂ'&(ﬁfwﬁ}”ugu:;ﬁ LLJ‘; 2
( Internal Reconstruction)}/'/:.‘;j &w:l °
S AR 2E L P e 8 L U 2e B L S F
PER N G ) RN g ST PR RN ST SR SN T
L e i e (e

(Answer to Check Your Progress) « U+ (35*12516.7

(Fill in the Blanks)-(/ /24 U@ i
Y P (0= Py YN V|
-CL-L:?/—»JL,/W';LJ‘{ d’}Lé/‘/L}JKKLS:‘J/ UD=)
o J.:,gqu/,uu?wéd{oﬂ&,)uwLé_/é%‘ji%/quuﬁgﬂsm 3
UnJE e UL F dxtnoadbd U eatzids
_ugallgcf.;,t,qumf_wi‘}{ f:“ .:,t,eumf_wﬁig{ duL/fz o .
&gd/m:,c ASsgesLissue oz L -maeeeee uﬁ&{ duL,g/'f“ //!54)6/‘3{ TR

-~
FIEES P4 U3 G2 olieyz

( Short Answer Type Questions) = lis Jbl 12~

S AU
Y T =i 2
_é4f¢gz;£ru&3t 3
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Bt S A S ad 520115431

( Long Answer Type Questions) < Ulls JoL _',L»?J” &

'Qﬁg:‘?ﬂJf"'bj'él"géu"ac&jd/d/l&/'ulrkﬁ! 2

Liabilities CLtd. | DLtd. Assets CLtd. | DLtd.
Amount |[Amount Amount |[Amount
Equity Share Capital of | 40,000 15,000Fixed Assets 55,0000 23,650
Amount100 Each Current Assets 20,000, 9,850
12% Preference — 5,000
Shares of
Amount100 Each
General Reserve 23,0500 4,900
Statutory Reserve 1,950 625
Profit & Loss A/c 2,815 1,775
14% Debentures — 1,250
Current Liabilities 7,185 4,950
75,0000 33,500 75,000 33,500

WP s sl 5 20120 1
Co LS s 7 (411,75,000 4L F 10041, Loutn £ & 512 D a0
S PP F 5 uB12,55,0004 4 £ F 110041, £ ookn £ F 2 LD 2 O
B TR U ok §1 455 15 £ 190554 L 2 $3(GiiD¥
L i SES w2 S RACT T oW a3 s 763056 L s
:ffntbﬁﬁ/&},ﬁ@fﬁé.nfﬂ
_§_¢£G£ofiJ(Merger)/ (@A)
-4‘_:,}591:4{)@( Sk ? @B
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A PRI
L2013 g1 ol (et B b il A 820135 431025

NEI
Liabilities SLtd. | W Ltd. Assets S.Ltd. | WLtd.
Share Capital: Fixed Assets 3,000 2,000
Equity Share of *100 Each 2,500  1,500Non-trade Investments 750 500
General Reserve Current Assets:
Profit & Loss A/c 1,000 500Stocks 1,000 750
Export Profit Reserve 500 375Debtors 1,000 500
10% Debentures 400 200Bank Balance 750 300
Trade Creditors 600 625Preliminary Expenses 100 —
Tax Provision 500 300
Proposed Dividend 500 250
600 300
6,600 4,050 6,600 4,050
te b

B SN TSNS o 1 LM 58 e i 2D

e S A gt 7 S s 200 R 7 Lz (i)
_“é/l;@fﬂd/i&{/iw{L(uﬁ'cwaﬂd/d/;,g

(Suggested Books for Further Readings) U~ (s ’4:{“ “i Lo ks r16.8

1. Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan Chand & Sons.
2. Corporate Accounting-Md Hanif & Amitabha Mukherjee, McGraw Hill Education (India)

Private Limited

3. Corporate Accounting —V.Rajasekran & R. Lalita, Pearson Delhi

4.  Advanced Accountancy - Shukla and Grewal, S. Chand & Co.
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11.
12.

Advanced Accountancy - R. L. Gupta & Radhaswamy, Sultan Chand & Sons.

Advanced Accountancy (Vol-ID - S. N. Maheshwari & V. L. Maheswari, Vikas.
Accountancy—III — Tulasian, Tata McGraw Hill Co.

Advanced Accountancy - Arulanandam; Himalaya.

Accountancy—III - S.P. Jain & K.L Narang, Kalyani Publishers.

Guidance Note on the Revised Schedule VI to the Companies Act 1956, The Institute of
Chartered Accounts of India.

Advanced Accounting (IPCC) - D. G. Sharma, Tax Mann Publications.

Advance corporate accounting- B Krishna Rao, S. Krishnaih gaud, K. Sreelatha Reddy.
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(Introduction )47 17.0
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(Objectives) »¢» 17.1

:Zufndb“zié‘/c«u/ruifmzi;ﬂbuiéﬁm
Zuﬁﬂp{b@fﬂl(ﬁg’”?;‘? .
LHE elor? e
Zufm{d .:,u,JiJLiuté_/,«z/ui,CfJ(}mb,;? o
(FldsD)-2d sl zs o

(Meaning and Definition of Absorption) —¥ J st & d/ - 17.2
Ip g — 4

e e bt e (Lot (IS I KEF S rnd Lt S e
e L Qe U7 F6 5 GO Ut troe Qone AL LG Symar LF
K&vf U? see bl (Absorbing Company) a‘g@rlg’tﬁhzrug,%&&{ J /»m}{u(ﬂ
<t/ (Absorbed Company) « ity 48

LIPUE G e §aB s LI FE A LFE b3 s it S o
Ko g S b 2 T ooz 3L g U3y //“u‘[ Jis
e (s 2 L et G e

P .

(Features of Absorption):«.l:or”. 17.3

Ut pebor® A8 e
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_‘gt“tgt[(Company

auﬁiJLiuté./A/ui.Cer)o}@g 17.4

(Process to closing the Books of the Absorbed Firm)
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@Mﬁf/v@/ﬁ JJ&J'&}D}J}J);‘L&@U(M&{?;&?v‘g/u}ﬂ)&(';'é"/.o/&?k’?j' (x1)
bbbl ST UL A e et b

1Je
e UAUI L E S 20145A31 S Jins 22 5

Liabilities X Ltd. Y Ltd. Assets X Ltd.1 Y Ltd.
Equity share of | 54 0,000 12,00,0000 Sundry assets | 30,00,000  18,00,000

Rs 10 each
General reserve 4,00,0000 2,20,000
Trade payables 6,00,000, 3,880,000

30,00,000 18,00,000 30,00,000  18,00,000

~4,80,000 ks 2 AS U e 34,00,00008 6 4 - uik # ki i L iaX

X_‘Ldlau(muﬁwﬂ&;glom;u“/)J*((“/u(o’/u:/_yfv,«afiévjd/“;ygfg‘fd;md/ﬂgﬁﬂX
S2AY 2o gU¥1,20,0000%8 592X st ststie2isd 451,00,000 2 Y o3 b
_‘Llﬁfffl}{.agd/ﬁ20¢«.5/

-q/ 27 bliiS 7 s i1 ug’;{ u)»?;,u’f J4¢»§ &}J}’&L?’J):’j f
SIS A X Lde LS s

Journal Entries in the book of X Itd.

1S

Particular

Dr.(Rs)

Cr.(Rs)

€y

Realisation A/c
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18,00,000




(i)

(iii)

(v)

)

(v)

(vii)

To Sundry assets A/c
Being assets transferred to realization accounton sale

of business to X Ltd.)

Trade payables A/c Dr.

To Realisation A/c
Being trade payables transferred to realizationaccount

on sale of business to X Ltd.)

Equity share capital A/c Dr.

General reserve A/c Dr.

To Equity shareholders A/c
Being transfer of share capital and generalreserve

to shareholders account)

A Ltd. Dr.

To Realisation A/c

Being purchase consideration due — W.N. 2)

Equity shares in X Ltd. Dr.

To X Ltd.

Being purchase consideration received by X Ltd.)

Realisation A/c Dr.

To Equity shareholders A/c
Being profit on  realization  transferred  to

shareholders account)

Equity shareholders A/c Dr.

To Equity shares in A Ltd. A/c
Being 1,25,000 shares for Rs 12 each distributed to
equity shareholders of Y Ltd.)

3,80,000

12,00,000
2,20,000

15,00,000

15,00,000

80,000

15,00,000

18,00,000

3,80,000

14,20,000

15,00,000

15,00,000

80,000

15,00,000
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Journal Entries In the Books of X Ltd.

Particulars

Dr.(Rs)

Cr.(Rs)

®

(i)

(iii)

G(v)

)

Business purchase A/c
To Liquidators of Y Ltd. A/c
(Being amount payable to Y Ltd. — W.N. 2)

Dr.

Sundry assets A/c

To Trade payables A/c

To Business purchase A/c

(Being assets & liabilities taken over and purchase

consideration due)

Dr.

Liquidators of Y Ltd. A/c

To Equity share capital A/c

To Securities premium A/c

(Being shares allotted in full payment of purchase

consideration)

Dr.

Trade payables A/c
To Trade receivables (of Y Ltd.) A/c
(Being cancellation of mutual liability of Trade

receivables &Trade payables of Rs 1,00,000)

Dr.

General reserve A/c
To Inventory A/c

(Being elimination of unrealized profit on unsold

[nventory of Rs 1,20,000, bought from Y Ltd.)

Dr.

15,00,000

18,80,000

15,00,000

1,00,000

20,000%*

15,00,000

3,80,000

15,00,000

12,50,000
2,50,000

1,00,000

20,000

*Unrealized profit=Rs1,20,000%20/120=Rs20,000
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Particulars

Notes

Amount

[. Equity and Liabilities
(1) Shareholder's Funds
(a) Share Capital

(b) Reserves and Surplus
(2) Current Liabilities
(3) Current Liabilities
(a) Trade payables
Total

I1. Assets

(1) current assets
current investment

(2) Current assets

Total

32,50,000
6,30,000

8,80,000
47,60,000

4,80,000
42,80,000
47,60,000

Notes to Accounts

1 [Share Capital

2 Reserve and Surplus

Securities premium
General reserve

3 [Trade payables

3,25,000 Equity shares of Rs 10 each
(of the above, 1,25,000 equity shares of Rs 10 each are

issued for consideration other than cash)

(6,00,000 + 3,80,000-1,00,000)
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2,50,000
3,80,000

32,50,000

6,30,000

8,80,000




4 Current assets
Sundry assets

(30,00,000 + 14,00,000 — 1,00,000 — 20,000)

42,80,000

Working Notes

Calculation of Intrinsic Value of shares of ‘X’ Ltd.

Particular Rs
Sundry assets of X Ltd. 30,00,000
Less: Trade payables (6,00,000)
Net assets 24,00,000

Number of equity shares 2,00,000 shares

Intrinsic value per equity share = Rs 24,00,000/200,000

Rs 12 per share

Calculation of Purchase Consideration

Sundry assets of Y Ltd. (other than investment)

Add: Investments at market value

Less :Trade payables

Net assets

share (Rs 15,00,000 /Rs 12)
Equity share capital (1,25,000 shares @ Rs 10)

Total number of equity shares to be issued by X Ltd. @Rs 12 per

14,00,000
4,80,000

18,80,000
(3,80,000)

15,00,000

1,25,000
12,50,000
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Securities premium (1,25,000 shares @ Rs 2) 2,50,000
Purchase consideration 15,00,000
2Je
LA i 620174 0 F
Particulars Note M Ltd.(Rs)| N Ltd.(Rs)
No.
D RN C)) (4)
[. EQUITY AND LIABILITIES
Shareholders’ Funds :
Share Capital Equity Shares of Rs 10 each 2,00,0000 1,20,000
b) Reserves and Surplus :
Reserve 40,000 30,000
Profit and Loss Account 10,000 5,000
2) Share Application Money Pending Allotment :
3) Non-current Liabilities :
Current Liabilities :
Other Current Liabilities 10,000 15,000
TOTAL 2,60,000 1,70,000
[I. ASSETS
Non-current Assets :
Fixed Assets
Tangible Assets Land and Building 1,40,000 1,00,000
current investments -- 2,000 Shares in B Ltd. 24,000
(2) Current Assets :
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‘(a) Other Current Assets 96,000 70,000‘
‘TOTAL 2,60,000 1,70,000‘

_‘LC:J,/_/}?/N Ltdz:z,l’o)v.(/ayz!;/;!ujt"(L?M Ltd

<G8 S S A EEBL N AL L Ls10L L P75 partidM
malg!/}!gjﬁ uq’};.‘JM/vJ Z:Lnb.«lgml& LJLU://.,’.{J}?}/QZ{JJ}/}QJ_ LZ_/MJJ/U}’C’/UKWN
S e

4/5 X 12000 X RS 10 = 96,000, (Purchase Consideration) J+/
72,000 57 12,000 N Ltdyy LM Ltd

2 Us1/6§96000 =16000(% €& 1s 1/667 S5 2 INS M go_n_io £ iIN
- 96,000)2+,80,000.2M_bfi1g_s,16,000.0: L (3523, L E S S an s 25M
8000 Ly Lo s/ 105 eSSl U (23,16,000

Realisation Account

Date Particulars Rs Date Particulars Rs

2016 To Land and Building Alc 1,00,000 2016 By Other Current Liabilities 15,000

Alc
Apr. 1 To Current Alc 70,000 Apr. 1By M Ltd. Alc 96,000
" By Sundry Equity 59,000
Shareholders Alc
1,70,000 1,70,000

Sundry Equity Shareholders Account
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Date Particulars Rs Date Particulars Rs
2016 To A Ltd. Alc (set off) 16,0002016 By Equity Share Capital Aic | 1,20,000
Apr. 1 [To Realisation Alc 59,000Apr. I By Reserve Alc 30,000

To Shares M Ltd. Alc 80,000" By Profit and Loss Alc 5,000
1,55,000 1,55,000
M Ltd. Account

Date Particulars Rs Date Particulars Rs
2016 To Realisation Alc 96,000 2016By Shares in M Ltd. Alc 80,000
Apr. 1 Apr. 1By Sundry Equity 16,000

96,000 Shareholders Alc (set off) 96,000
Shares in M Ltd. Account

Date Particulars Rs Date Particulars Rs
2016 [ToM Ltd. Alc 80,000 2016 By Sundry Equity 80,000
Apr. 1 Apr. 1 Shareholders Alc

In the books of M Ltd.
Journal
Date Particulars L.F. Rs

2016 Business Purchase Alc Dr.
Apr. 1 To Liquidator of N Ltd. Alc 80,000

Being the amount payable to the liquidator of N Ltd. as per

agreement dated . . .)

Land and Building Alc Dr. 1,00,000

70,000
Other Current Assets Alc Dr. 70,000
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Reserve Alc [Rs 30,000 -- (80,000 -- 1,20,000)] 5,000
To Profit and Loss Alc 15,000
To Other Current Liabilities A/c 80,000
To Business Purchase A/c
(Being the different assets and liabilities takeover and the
difference between the share capitalissued and share capital of
N Ltd. adjusted against reserves)
Reserve Alc Dr. 24,000
To Investment Alc 24,000
Being the cost of investment in the shares of N Ltd.
adjusted against the reserve)
Liquidator of N Ltd. Alc Dr. 80,000
To Equity Share Capital Alc 80,000
Being the issue of necessary shares to outside
shareholders)
M Ltd
Balance Sheet as at 1st April, 2017
Particulars Note no |Amount(Rs)
(1) (2) 3)
[. EQUITY AND LIABILITIES
Shareholders’ Funds :
Share Capital (1) 2,80,000
Reserves and Surplus (2)  1,01,000

(2) Share Application Money Pending Allotment :

(3) Non-current Liabilities :

Current Liabilities :

Short-term Borrowings
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Other Current Liabilities 3) 25,000,
TOTAL 4,06,000
1. ASSETS
Non-current Assets :
Fixed Assets
Tangible Assets 4 2,40,000
(2) Current Assets :
(a) Other Current Assets (5)  1,66,000
TOTAL 4,06,000
Notes to Accounts:
1 share capital (3) Other Current Liabilities
Particulars Rs Particulars Rs
Authorised Capital : Other Current Liabilities (Rs 25,000
....... 10,000 +Rs 15,000)

Equity Shares of Rs ... each (4) Fixed Assets

[ssued and Subscribed Capital : Tangible Assets : Building 2,40,000

28,000 Equity Shares of Rs 10 each 2,80,000

fully paid

(Of the above shares 8,000 equity (5) Other Current Assets

shares have been Other Current Assets 1,66,000

issued for consideration other than (Rs 96,000 + 70,000)

cash)

(2) Reserve and Surplus

Reserve 86000

Profit and Loss Account 15000 1,01,000
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(st it s S5 T Lid o A Ltd £2018% 431

3Je

Particulars ALtd T Ltd.
(Crores) (Crores)

Sources of funds :

Share Capital :

Authorised 25 5

[ssued and Subscribed : Equity Shares of Rs 10 each fully 12 5

paid

Reserve and Surplus 88 10
100 15

Shareholders Funds

Unsecured Fund from A Ltd. 10
100 25

Funds employed in :

Fixed Assets : Cost 70 30

Less: Depreciation 50 24

Written down value 20 6

[nvestments at cost : 30 Lakhs Equity Shares of Rs 10 each 3

of T Ltd.

Long-term loan to T Ltd. 10

Current Assets 100 34

Less: Current Liabilities 33 67 15 19
100 25

AT L 2 bt S JP0 A AR AT 1 L T e 2T A

318



e WSy L 32 4 Z PP G G
-J"/chalgbﬂgfﬂutujfo/d/u};.‘;{u}?}}éLL;;{;?/UQU}CLI‘LWW/L?T

JS

5,00,00,000 /5X1X12=¢.1,20,00,000 (Purchase Consideration)(" /u(d/l,g}
LB A EEEIB0 A G ESIS0F L AU AT

72,00,0005% €423 /56120,00,0005 2T 4o srso LA

5L il S5 ans & LT

-2+/1,20,00,000)<+/48,00,000 2/ T_¢ S &1 £ 3452 +,72,00,000 2T
£+, 48,00,000/12=4,00,0006* € /S o7 U£(£-5,72,00,000

Kty 5247 3104

In the books of T Ltd.
Journal
Date Particulars LF.| Rs Rs
(Crore) | (Crore)
2016 Realisation Alc Dr. 64.00
Mar. To Fixed Assets Alc 30.00
31 |To Current Assets Alc
(Being different assets transferred to Realisation Account as 34.00
per the scheme of amalgamation)
Unsecured Loans from A Ltd. Alc Dr. 10.00
Current Liabilities Alc Dr. 15.00
Provision for Depreciation Alc Dr. 24.00
To Realisation Alc 49.00
(Being different liabilities and provisions transferred to
Realisation Account as per the scheme ofamalgamation)
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A Ltd. Ale Dr.
To Realisation Alc

(Being the amount due from A Ltd. in respect of purchase

consideration)
Equity Share Capital Alc Dr.
Reserve and Surplus Alc Dr

To Sundry Equity Shareholders Alc

(Being the transfer of equity share capital and reserve and

surplus to Sundry Equity Shareholders Account)

Sundry Equity Shareholders Alc Dr.
To Realisation Alc (Note 1)
Being the loss on realisation transferred to Sundry

Equity Shareholders Account)

Equity Shares in A Ltd. Alc  Dr.
To A Ltd. Ale
Being 4,00,000 equity shares of Rs 10 each fully issued at a

premium of Rs 2 per share received from A Ltd.)

Sundry Equity Shareholders Alc Dr.
To Equity Shares in A Ltd. Alc
Being the shares of A Ltd. distributed amongst the

outside shareholders)

Sundry Equity Shareholders Alc Dr.
To A Ltd. Alc

Being the set-off for 30 lakhs shares held by A Ltd.

inT Ltd.)

1.20

5.00
10.00

13.80

0.48

0.48

0.72

1.20

15.00

13.80

0.48

0.48

0.72
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Working Note :

. (1) Realisation Account

321

Date Particulars Rs | Date Particulars Rs
(Crore) (Crore
)
2016 [To Fixed Assets Alc 30.00 2016 By Unsecured Loan from A | 10.00
Lid. Alc
Mar 31To current Assets Alc 34.00Mar 31By Current Liabilities Alc 15.00
By Provision for Depreciation | 24.00
Alc
By A Ltd. Alc (purchase 1.20
consideration)
By Sundry Equity 13.80
Shareholders Alc
64.00 64.00
In the books of A Ltd.
Journal
Date Particulars LF.| Rs Rs
2016 [Fixed Assets Alc Dr. 30.00
Mar. 31 Current Assets Alc Dr. 34.00
To Unsecured Loan from A Ltd. Alc 10.00
To Current Liabilities Alc 15.00
To Provision for Depreciation Alc 24.00
To Business Purchase Alc 0.48
To Reserve and Surplus [10 - (0.48 - 5)] 14.52
Being the different assets and liabilities taken over. The
difference between the share capitalissued including premium




and share capital of T Ltd. adjusted in reserve and surplus)

Business Purchase Alc Dr. 0.48
To Liquidator of T Ltd. Alc 0.48
Being the amount payable to the liquidator of T Ltd. as per

agreement dated . . .)

Liquidator of T Ltd. Alc Dr. 0.48
To Equity Share Capital Alc 0.40
To Securities Premium Alc 0.08

Being the issue of 4,00,000 equity shares of Rs 10 each fully
paid up at a premium of Rs 2 per share to satisfy the purchase
consideration)

Reserve and Surplus Al Dr. 3.00
To Investment in Shares of T Ltd. Alc 3.00

Being the cost of investment in shares of T Ltd. adjusted

against reserve and surplus)

Unsecured Loan from A Ltd. Alc Dr. 10.00
To Long-term Loan to T Ltd. Alc (Being the set-off of loan to 10.00
T Ltd.)
(Glossary) £ #17.5

a;zr'.,{i‘;uj,1+3/ .,,zgf&f $ /»(3‘{ LU %(:} .,QJ(V&N (Absorption)—ie e
-c‘_G&uﬁ*’ G2 LJ’/,i%Wb{;4J}£'«3{

S J“‘:' S d‘f S /»/ u?t‘i‘%mﬁ{ L. < A-61 (Transferor Company) &{J}JI/‘ )
et D e ie

d/}J!}‘w_!‘LJ/ S LVLWLJ{ J/'bjtf}?g}{ L1 (Transferee Company)&"r d/;,) I/ e
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e

Z i W ; 201 L1d1sd o Sind /’:}g)? (Liquidators Remuneration) sk’ /‘..,‘yg o
PG Lt £E i o §id i 2 355 F U3 L o2 s
e Wpp Ll

S Car ﬁi/jﬂ;i_wég‘f S /»(5‘{ i =1 (Single Acquisition) s J{“ o
et U

(Model Examination Questions) < /s &L?“w/ 17.6

(Fill in the Blanks) (/75 Ux% Ji
S LN £ — St 1
e S e d P s L P S i PRG5BS \e e 2
_é;_lgtlggf 0% 10 S o VP yy 5 /'dué_n_,;«g/ 1.:,@17'15‘}3; 3
Vo S R L S i PR iR 4
-4‘—3‘?&;’1’&13)’37”@/ """" Lefiicie S
Ut 225 Fa a3 k2 uﬁf G-1 el

( Short Answer Type Questions)eliy Jbl 172~
. A N |
L s P 2
- C‘_,;/g:_g{d}ﬁ;; 3
( Long Answer Type Questions)etl» S 12 f#
S el facle L S ]
S el SIS L U S it 2
U it e P X (20136431 3
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Liabilities XItd. ' | YLtd.® Assets X1td.® Y Ltd.®
2,25,000 10% 22,500 — Goodwill — 750
Preference Shares of ° Freehold 36,000 —
100 Each Premises 1,03,530

90,00,000 Equit Machine
iy 90,000 Y 3,360
Shares of ) o
Furniture & Fittings
300
Rs 10 Each
—15,000 —
15,00,000 Equity — Trademarks
Shares of 2,250
Rs 10 Each Stock 38,400 15,030
Capital Reserve 28,800 —Debtors 13,020 3,510
General Reserve 37,200 4,350Bills Receivable — 300
Profit & Loss A/c 3,450 660Bank 6,690 660
10% Debentures 15,000 —
Creditors 4,350 2,490
2,01,300 22,500 2,01,300 22,500

Iy g1 /“Jjj@u_,;gaj.u’iruﬁ1-un(W!jv£ﬁﬂYKﬁﬂX46/w; oA

FE 7 15% 2,25,0002 L unlin o0 42 & bt 72 & 5 2 X o ly
Vsl e 10 s = L Y Waadll ¢, 100 (Fully Paid Preference Shares)*”
e X Ltdet 2 7 3o 210054 & £18,40,000L

 SEnite T Y S 0045,000 b1 4L 0K X

SRS A s e dip L X A
U/ Sl il iz iU Sisdy B

et L s oY .C
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(Suggested Books for Further Readings) 2 (50 '(.f“ “i L barll]

10.

1.

12.

Principles and Practice of Accounting - R.L. Gupta & V K. Gupta, Sultan Chand & Sons.
Advanced Accountancy - Shukla and Grewal, S. Chand & Co.

Corporate Accounting-Md Hanif & Amitabha Mukherjee, McGraw Hill Education (India)

Private Limited

Corporate Accounting —V.Rajasekran & R. Lalita, Pearson Delhi

Advanced Accountancy - R. L. Gupta & Radhaswamy, Sultan Chand & Sons.
Advanced Accountancy (Vol-ID - S. N. Maheshwari & V. L. Maheswari, Vikas.
Accountancy—III — Tulasian, Tata McGraw Hill Co.

Advanced Accountancy - Arulanandam; Himalaya.

Accountancy—III - S.P. Jain & K.L Narang, Kalyani Publishers.

Guidance Note on the Revised Schedule VI to the Companies Act 1956, The Institute of
Chartered Accounts of India.

Advanced Accounting (IPCC) - D. G. Sharma, Tax Mann Publications.

Advance corporate accounting- B Krishna Rao, S. Krishnaih gaud, K. Sreelatha Reddy.

325



Sl 180

(Liquidation)

Structure

Introduction

Objectives

Meaning and Definitions
Liquidator's Responsibilities

Reasons For Failure Of Business or
Liquidation

Steps in Liquidation
Types of liquidation

Preparation of Statement of Affairs
and List
Glossary

Model Examination Questions

Suggested Books for Further Readings
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(Introduction) 47 18.0

Q;Vg,_%f S T A Usiat A UL i S f’ S KLl A
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(Objectives)+#» 18.1

:Zufndb“Léﬂfauﬁru’?m&,du'Léwm
-Zuﬁﬁ%/ﬁm@ﬂ@”:ﬁ@? °
-iu:ﬁ;:”(wgfu“%ﬁ;,?@yz,

°
L UdriS il e
-Zuffal,z,u@“%ﬁ:}?w%dﬂw( °
-Zuffal.!ﬁl‘fd%}g °

(Meaning and Definition) &/ /7 /;l(x“g" 3" 18.2

4 Ka‘_/(:yu:um/u?w Semi Sespfotad 2o S EwS oo 7 jofak

Sheaicndz b/uub/,t/mL/ffmfu{mJ/"L//hfjgut{ﬁiz}?uﬁxww_/»‘bg
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(Suggested Books for Further Readings) JZ (s ’4:{ “i o s 718.10

1.  Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan
Chand & Sons.

2. Advanced Accountancy - Shukla and Grewal, S. Chand & Co.

3. Advanced Accountancy - R. L. Gupta &Radhaswamy, Sultan Chand & Sons.
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11.
12.

Corporate Accounting-Md Hanif & Amitabha Mukherjee, McGraw Hill Education (India)
Private Limited

Corporate Accounting —V.Rajasekran & R. Lalita, Pearson Delhi

Advanced Accountancy (Vol-II) - S. N. Maheshwari & V. L. Maheswari, Vikas.
Accountancy—III — Tulasian, Tata McGraw Hill Co.

Advanced Accountancy - Arulanandam; Himalaya.

Accountancy—III - S.P. Jain & K.L Narang, Kalyani Publishers.

Guidance Note on the Revised Schedule VI to the Companies Act 1956, The
Institute of Chartered Accounts of India.

Advanced Accounting (IPCC) - D. G. Sharma, Tax Mann Publications.
Advance corporate accounting- B Krishna Rao, S. Krishnaih gaud, K. Sreelatha
Reddy.
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Where P = % of commission

(Calculation of Liquidator's Remuneration)—L> K&}bf& ,uﬁ 19.3
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SOl S E IS

Total Commission Payable to Liquidator

JS

Particulars Rs

(i) Commission on collection (2% of Rs 25,00,000) 50,000
(ii) Commission on distribution to preferential creditors 2,250
(iii) Commission on distribution to other unsecured creditors | 39-255
(Note 1)

Total 91,505

Note : Preferential creditors will be treated as unsecured creditors unless it is

mentioned specifically.

Working Note :

(1) Commission Payable on Payment to Unsecured Creditors

Particulars Rs Rs
Total amount realized 25,00,000
Less: Paid to secured creditors 10,00,000

Liquidation expenses paid 25,000

Payment to preferential creditors 75,000

Liquidator’s commission on collection of assets 50,000

(2% of Rs 25,00,000) 2,250

Liquidator’s commission on payment to 11,52,250
preferential creditors (3% of Rs 75,000)

Amount payable to unsecured creditors before 13,47,750

liquidator’s commission
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Step 1: Liquidator’s Commission on Assets Realized

(Rs50,00,000%2/10) 1,00,000
Step 2: Liquidator’s Commission on Amount Paid to Preferential Creditors
(Rs70,000x3/10) 2100

Step 3: Liquidator’s commission on amount distributed among unsecured
creditors.18,07,900X3/105= 52,657

Step 4: Total Liquidator’s Commission (Step1+Step2+Step3)  =1,54,757
Step 5: Amount Available to Unsecured Creditor is Calculated as Follows:
(FindOut and Transfer to Step3)

Total Assets Realized (Given) 50,00,000

Less

(1) Liquidation Expenses 20,000

(i) Preferential Creditors 70,000

(iii) Secured Creditors 30,00,000

(iv) 2percent Commission on Asset Realized

(Ret. I;tep D ;,(1)32)000 31,92,100

(v) 3percent Commission on Amount Paid ’ T

Step 6

Amount Available to Unsecured Creditors

including Remuneration on Payment to 18,07,900

Unsecured Creditors
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Particulars Rs Rs Rs
Assets Realized (Gi

ssets Realized (Given) 93,000 B B
5% on Assets Realized
Total Amount Available for Distribution — — 4,650
('93,000 + "2,000 Cash) 95,000
Less: Liquidation Expenses 1000 —
Part of Liquidator’s Remuneration

ture Hol

Debenture Holders 4,650

Amount Available for Distribution =

2% on Amount Distributed to Unsecured 60,000 | 65.650

Creditors
29,350
Apply the formula:
0 +0=
Rs29,350 x 2 %/100+2= Rs 29,350 x2/102 575 50
Total Remuneration 5,225.50
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(Suggested Books for Further Readings) 2000/ % & L&l bra »19.7

1. Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan Chand & Sons.

2. Corporate Accounting-Md Hanif & Amitabha Mukherjee, McGraw Hill Education (India)
Private Limited

3.  Corporate Accounting —V.Rajasekran & R. Lalita, Pearson Delhi

4. Advanced Accountancy - Shukla and Grewal, S. Chand & Co.
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Advanced Accountancy - R. L. Gupta & Radhaswamy, Sultan Chand & Sons.
Advanced Accountancy (Vol-ID - S. N. Maheshwari & V. L. Maheswari, Vikas.
Accountancy—III — Tulasian, Tata McGraw Hill Co.

Advanced Accountancy - Arulanandam; Himalaya.

A S A N

Accountancy—III - S.P. Jain & K.L Narang, Kalyani Publishers.

10. Guidance Note on the Revised Schedule VI to the Companies Act 1956, The Institute of
Chartered Accounts of India.

11.  Advanced Accounting (IPCC) - D. G. Sharma, Tax Mann Publications.

12. Advance corporate accounting- B Krishna Rao, S. Krishnaih gaud, K. Sreelatha Reddy.
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(Preparation of Liquidator’s Final Statement of Account)

Structure

Introduction

Objectives

Form of Liquidator’s Final Statement of

Account

Liquidator’s Statement of Account of the
Winding up (Members’/Creditors’
Voluntary Windingup)

Glossary

Model Examination Questions

Suggested Books for Further Readings
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(Introduction)/w? 20.0
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(Form of Liquidator’s Final Statement of Account)
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Liquidator’s Statement of Account of the Winding up (Members’/Creditors’

Voluntary Windingup)

bS58 4,520.4

b £509/49755 .1
_nd ...,'L‘KCS'{ 2

s 38dng 3
BAdTL Had 4
:g/,;(v{/‘a,‘p? ")

2021 (LT 46« Yo/ Disposed of

Receipts Estimated [Value  [Payments Rs
Value Realized
Rs Rs
Assets: Legal Charges
Cash at Bank Liquidator’s Remuneration:
Cash in Hand Where Applicable
Marketable Securities Percentage on Res....
Bills Receivable Realized.....
Trade Debtors Percentage on Rs  Distributed
Loans & Advances Total:
Stock in Trade (By Whom, Fixed.....)
Work-in-Progress Auctioneers and  Value’s
Freehold Property Charges Cost of Possession
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Plant & Machinery

Furniture, Fittings, etc.
Patents, Trademarks, etc.
Investments Other than
Marketable Securities

Surplus from Securities
Unpaid Calls at
Commencement

of Winding up

Amounts Received from Calls
on Contribution Made in the
Winding up

Receipts per Trading Account
other Property viz.

Total

Less: Payment to Redeem
Securities

Cost of Execution

Payment per Trading A/c

and Cost of Notice in Gazette
& Newspapers Incidental
Outlay (Establishment
Charges and Other Expenses
of Liquidation)

Total Costs & Charges
Debenture Holders:

Payment ofRs...per Rs..
Debenture

Creditors:
*Preferential
*Unsecured
Dividend (s) ....P. in the
rupee on Rs(The Estimate of
the Amount Expected to rank

for Dividend was Rs )

Net Realizations

XXX

XXX

Returns to  Contributories
P.

per Rupee Share**

Add Balance

XXX

ce e P e M i SE ;_‘Lgf SE WS wtens Je )]
_TESST LB
(Ut netidrs B0 e b SUd): e et s S o F KR Lt 5o ue. 1
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L osoe a1
(1) 2¥%percent on Assets Realized—3,20,000 B 5,000
(i1) 2percent on Preferential Creditors— 1,00,000 = 2,000
(ii1) 2percent on Unsecured Creditors:
( 3,20,000-8,000-2,000-6,000-1,20,000-1,00,000) = 1,647
i,e 84000X2/102 = 11647
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Liquidator’s Final Statement of Account

Receipts Rs Payments Rs
To Assets Realized 3,20,000By  Liquidator’s = Remuneration|
()2Ypercent on Rs 3,20,000 8,000
(i1) 2percent on Rs 1,00,000 2,000
(iii) 2percent onRs84,000 1,647
By Liquidation  Expenses By 6,000
Debenture Holders By Preferentiall 1,20,000
Creditors 1,00,000
By Unsecured Creditors (Balancing 82,353
3,20,000[F1gure 3,20,000

Sbin? 357 & 84,0000 4ot Ut 3,2,32,000u k0 557 & Ut v U
_‘%,/2,32,0001 %n/f WIS .,wl{&,b»m_‘au:f &K“iéu’? uu"(

2J¢

DL SUERA/C

Wl Sl 2 L gt ns ) 300 ED
1,22,000 - 6xes P58 F,25.2,400 - bx0s P S &3;,9,/50,000 - e S
FA5F U it Ui ek 001,00,0000528 2 055, 5301,000 -2 bisie 2l s
e Ao L 1.5 4f a2 s P I a3 (ke b L
_mdmgul(04:000(/i:@’ 2 AL e Ji iz
_nl EF S oo 35 GRS N 6T L

K s L
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(1)3 percent on assets+ securities realised

3% of 1,04,000+1000 = 6120
(i)1.5 % of preferential creditors,i.e2400 36
(i11)1.5%or payments to unsecured creditors
1,04000+20,000(secured credit surplus)
(100,000-80,000)-1000-2400-6,156) 1544
1,04,444 X 1.5/101.5 % 7,640

ED Ltd (In Liquidation)

Liquidator’s Final Statement Account

Liabilities Rs Assets Rs
To Assets Realized 1,04,000By Liquidation Expenses 1,000
To Surplus from Secured By Liquidator’s Remuneration 7,640
Creditors
(Securities Realized— 20,000By Unsecured Creditors 1,15,360
Rs1,00,000 — Rs80,000) (Balance Figure)

1,24,000 1,24,000
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Particulars Rs Rs
9% Preference Share Capital (1,250 Preference Shares @ -- | 1,25,000
Rs 100 each fully paid-up) --
Equity Share Capital : --
2,000 Equity Shares @ Rs 100 each fully paid-up 2,00,000
2,000 Equity Shares @ Rs 100 each, Rs 50 paid-up 1,00,000
Plant 3,00,000 --
Stock-in-trade 3,60,000 --
Sundry Debtors 85,000 --
Sundry Creditors --12,21,000
Bank Balance 1,20,000 --
Preliminary Expenses 6,000 --
6% Mortgage Loan --12,30,000
Outstanding Liabilities for Expenses -- | 25,000
Profit and Loss Account (Trading Loss for the year 2016) 30,000 --
9,01,000 | 9,01,000

2 bWt e 5ok

23.2,95,000 1 45810 sbs [ F ol ik £ Sigma Ltds20176.5221 1
sy )
LTS8 01,850 J bs b f fiZ 48801 T
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Receipts

Estimated | Valued

value

Rs

Realised
Rs

VI

JS

Sigma Itd (in Liquidation)
b3 kA L L 0 $21-2020

Payments

Rs

Rs

Bank

Assets Realised
Plant

Stock

Debtors (Rs 68,000
-Rs 1,850)

1,20,000

2,95,000
3,24,000
66,150

8,05,150

Liquidation Expenses
Liquidator’s
Remuneration

6% Mortgage Loan :
Principal

Interest for 6 months
Creditors :

Unsecured

Outstanding liability for
expenses

Return to Contributories :
Preference Shareholders --
Capital

Arrears of Dividend
Equity Shareholders --

@ Rs 71.935 on 2,000
fully

paid shares

@ Rs 21.935 on 2,000 Rs

357

2,30,000
6,900

2,09,950

20,000

1,25,000

11,250

1,800
12,510

2,36,900

2,29,950

1,36,250

1,43,870

43,870

8,05,150



50

paid shares

Working Notes : (1) Liquidator’s Remuneration
Particulars Rs
Available Surplus for members 3,25,250
Less: Liquidator’s remuneration [(Rs 3,25,250 x 4)/ 104] 12,510
Amount to be paid to Members 3,12,740
Available Surplus Rs8,05,150-1,800-2,36,900-20,000-2,09,950-11,250=Rs3,25,250
(3) Amount to be Paid to Equity Shareholders
Particulars Rs
Amount available for members 3,12,740
LessPreference Share Capital 1,25,000
Amount available for payment to Equity Shareholders 1,87,740
Amount available after payment to Preference Shareholders 1,87,740
Add: Notional payment by equity shareholders @ Rs 50 on 2,000 1,00,000
shares 2,87,740
Amount available 71.935
Refund to each shareholder Rs2,87,740/4,000 71.935
(1) Amount payable per fully paid-up share 21.935
(i1) Amount payable per Rs 50 paid-up share (Rs 71.935 - 50)
4Je
201427531 Jad 21T et
Liabilities Rs  |Assets Rs
Paid-up Capital ---- Fixed Assets
1,000, 6% Preference Shares of 1,00,000Land and Building 2,00,000
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Rs 100 each

2,000 Equity Shares of Rs 100
each fully paid

3,000 Equity Shares of Rs 100
each, Rs 50 paid

Secured Loan ----

6%  Debentures  (Floating
Charge on all Assets)

Others ----

Mortgage on Land and
Building

Current Liabilities ----
Sundry Creditors

Income-tax

2,00,000

1,50,000

1,00,000

1,00,000

90,000
10,000

Plant and Machinery

Current Assets

Stock

Debtors

Cash at Bank

Miscellaneous Expenditure --

Profit and Loss Account

7,50,000

220,000

1,00,000

1,00,000

30,000

1,00,000

7,50,000

endt i Ends g F i el Boe Joof CeF 7 L FE Ut H el 20148.5 F5

s

60,000 755, £-5,70,000 5L, &51,80,000 22 s ik, 2,2,40,000 2 A% 12
S i J55 F %2 qde e o pak) & & 08000 L Fuk, &
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India Ltd. (In liquidation)
b s D L 4 §20160230 .52 £
Receipts EstimatedValued Payments Rs Rs

value Realised

Rs Rs

Cash at Bank 30,000Liquidation Expenses 8,000
Assets Realised Liquidator’s 14,000

Remuneration

Sundry Debtors 60,000Debenture holders :
Stock-in-Trade 70,000Principal 1,00,000:
Plant and Machinery 1,80,000Interest up to 30.6.2016 3,0001,03,000;

Surplus from Securities 1,40,000Creditors :
Preferential 10,000
Unsecured 90,0001,00,000

Return to
Contributories :

Preference
Shareholders ----
Capital 1,00,000

Arrears of Dividend 18,0001,18,000

Equity Shareholders)
@ Rs 57.40 on 20,000 1,14,800

shares

@ Rs 7.40 on 3,000 22,2001,37,000
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shares

4,80,000

4,80,000
Working Notes : (1) Liquidator’s Remuneration
Particulars Rs
2% on Rs 5,50,000 realized 11,000
3% on Rs 1,00,000 distributed among unsecured creditors 3,000
14,000
(2) Debenture holders are entitled to interest up to the date of payment
since the company is solvent.
(3) Preference dividend is payable up to 31.12.2012
2.Amount Payable to Equity Shareholders
Particulars Rs
Balance available after payment to preference shareholders 1,37,000
Add: Notional payment by equity shareholders @Rs 500on 3,000 shares 1,50,000
Amount available 2,887,000
Refund to each shareholder Rs 2,87,000 / 5,000 57.40
Amount payable for fully paid-up shares 57.40
Amount payable for partly paid-up shares (Rs 57.40 -- Rs 50.00) 7.40
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e KLk sk L e 4(§2020-21
Receipts Estimated Valued | Payments Rs Rs
value Realised
Rs Rs
Cash in Hand 4,13,000  Returned to
Realization from : Contributories 3,00,000
Calls in arrears Preference
Final call @ Rs 5 on 10,000 33,000 3,33,000
1,000 equity shares of 5,000 | Shareholders ----
Rs 50 each Capital
Arrears of Dividend
Equity Shareholders - 5,000
Calls in Advance 90,000
4,28,000 Capital 4,28,000

Working Notes :

(1) Collection from Equity Shareholders / Payment to Equity Shareholders
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Particulars

Cash in Hand

Add: Calls in Arrears

Less: Payment to Preference Shareholders
(Rs3,00,000+33,000) Calls in Advance

Add: Amount to be paid by the equity
shareholders of Rs 50 each (Rs20x1,000)
Amount available for payment to equity

shareholders

Rs

4,13,000

10,000
4,23,000

Rs3,33,000
5,000 3,38,000
85,000
20,000
1,05,000

Number of Equivalent Equity Shares : 3,000 Shares of Rs 100 each 6,000
shares of Rs 50 each 1,000 Shares of Rs 50 each 1,000 shares of Rs 50 each

7,000 shares of Rs 50 each

Final Payment to Equity Shareholders = Amount available for Distribution

No of Equivalent shares

85000/7000 Rs 15 per share of Rs 50 each

Equity Shareholders of Rs 100 each will get (Rs15X100/50) =Rs30 each.

Equity shareholders of Rs 50 each will get Rs 15 per share but they have to pay Rs

20 per share. As a result, they are required to pay net Rs 5 per share.

Calls-in-advance must be paid first, so as to pay the shareholders on pro-rata basis.
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Receipts EstimatedValued [Payments Rs Rs
value Realised
Rs Rs
Assets Realised 3,39,500Liquidation Expenses 15,000
Surplus from Secured Creditors :
Creditors
[Rs 80,500 -- 50,000) 30,500Preferential (Note 1) 6,600
Call@Relon1,400 Class ‘C 1,624Unsecured 88,200 94,800
shares
Returnto
Contributories:
Preference 2.00,000
Shareholders
Class ‘A’ equity
shareholders 47,780
Class ‘B> equity




shareholders 14,144
3,71,624 3,71,624
Working Notes :
Preferential Creditors : Rs Rs
Salaries of 4 clerks @ Rs 300 p.m. for 4 months 4,800
Salaries of 4 persons @ Rs 150 p.m. for 3 months 1,800 6,600

Note

At present, for the purpose of preferential creditors, maximum limit is Rs 20,000

for only one claimant. However, previously it was Rs 1,000 per claimant.

Collection from Contributories / Payment to Contributories

Particulars Rs
Total equity capital paid-upClass A: 2,000xRs75 Rs
Class B : 1,600 x Rs 60Class C: 1,400 x Rs 50 1,50,000
Less: Balance available to equity shareholders after paid to
creditors and preferential shareholders (Note 2) 26,000 3,16,000
Loss to be borne by the equity shareholders Loss per equity 70.000
: 60,200
shares = 2,355,800
5,000 2,55,800
51.16
Particulars Class ‘A’ Class ‘B’ Class ‘C
Paid-up Amount Rs 75.00 60.00 50.00
Loss per Share Rs 51.16 51.16 51.16
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Refund / Call Rs 23.84 8.84 1.16
(Refund (Refund) (Call)

Total Rs 47,680 14,144 1,624

3 Surplus Available to Equity Shareholders

Receipts : Rs Rs

Assets Realised 3,39,500

Surplus from Secured Creditors 30,500 3,70,000

Less: Payments :

Liquidation Expenses 15,000

Preferential Creditors 6,600

Unsecured Creditors 88,200

Preference Shareholders 2,00,000 3,09,800

Surplus 60,200

7Je
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STAGE

Calculation of Total Cash Available: Rs

+4,200) + (19,600-16,000)

Assets Realized: (3,000 +1,96,800 +1,18,400

3,26,000

I: Creditors:

1,76,000 —

STAGE |Calculation of Cash Available for Unsecured

Rs3,26,000 — Rs(3% of 3,26,000 — Rs4,060 — Rs | 1,09,700

(Rs1,76,000 6/12 X 6/100) — Rs21,180)

STAGE [Liquidator’s Remuneration:
Il

3% on Rs3,26,000 = 9,780
2% on Rs1,07,550 = 2,150
11,930

STAGE IV: Preparation of Final Statement of Account:

-l
S

Receipts Rs Payments Rs
To Assets Realized By Liquidator’s Remuneration
Cash 3,000 3percent on Rs3,26,000 9,780
Debtors 1,96,800 2percent on Rs1,07,550: 2,150 11,930
Stock 1,18,400 (Ref: Stage I1D)
Furniture 4,200 3,22,400By Liquidation Expenses 4,060
To Surplus from Secured Creditors : By Debentures + Interest — Rs 1,81,280
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3,600 76,000 + Rs1,76,000 x & x 6 |
(Rs19,600 — Rs16,000) 12100
By Preferential CreditorsBy Unsecured 21,159
Creditors (Balance Figure) 1,07,550
3,26,000 3,26,000
e
(Glossary) F7 /20.5

V-V Ry S Iy PRIV Y 1l Y uf (Acquisition Financing) GG Js o

S /d/d/!,g/'u(gﬂ;gﬁl:‘wj (Acquisition Planning) Y.+ §Js o

UL Sk S U2 S

c‘-f KL/G;LT4L,3}/ =l uLL«K{j{ 4 ilo (Customer Acquisition) J»76¥ e
.LN.L/CL—%)éC‘—,.J}MKéb"du’f)kgzjfﬂ&xrd/'//'{.f'ﬁcb-wKJ’ (Reserve)s,z, e

(Model Examination Questions)aﬂl/&l?w/ 20.6

(Fill in the Blanks)(// £/ UsZ b

et b Lt S

-‘LC?/ BRIy Py ) m— e Gl nts ¥ /’;ﬁ:;? 2

LIS G E LS L e S Lo ey iik 3
P PE— eI i syt Ak (4

N SV) I (A 3y gy Su—— L Sk P ey Kk (5

MJstt _ 52004 6t /3 by -2 bkl G el
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( Short Answer Type Questions)etir Jbl 1222
e U T ey
LB gbh o S 2
-’dff 23 Z LU 3

(Long Answer Type Questions)e Uiy Jb izt s
i et AL bt e Y T Ll ik
Wt A L e lats f3805/2018-03-3 1l 21 2
(4-22,50,000085°58 2 12£)¢_2,2,00,000 007 3557 (a
¢ 2,6,0000 507 S5 2 (b
¢ 5,3,05,000,24 54 # (¢
Yine 32,520l AL sl ik
F I8 F e fute JES #0055 U2 e K sor i 3@ g it I ok
2 11-2,60,0000s1 £ 2.2 55181415 . (557 Sns
S e F 6
F e M eSS GF g 3
¢2,40,00008407 i 7
¢ 2,3,20,00008 507 355 ot Lo f G
¢2,1,00,0005.42.5%
¢213,96,500 75§ U3t
<1 10,0071 F ok
/:5wu?mu"/"&fhgwéz/?uﬁmﬁdﬂ,ui‘gﬁcc_cw/d/é_ﬁguy.ft{&;’m{ﬁﬁ;,?/.’,f
_§_¢,jtg1d/ &bl ﬁiz,’gﬂé%(} WS (:ﬁ AT 4
Vet ad £2020-03-31 8. 4
w3 J Rk sar VL e J5 238 0 03§ £0,2,10,00005 5L U1
LS
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+:(20,000453635)17,50008 0037 5
23,0000 50 f S5 7

&5/1,00,00008 %057 F5#7
2,1,25,00007 1 B £ U360 575
32,5001 L 4

e i3y S Kes P J5 ook s

ke S 6Tl P §4201602300L 10

(Suggested Books for Further Readings) 00/ % & L& b4 #20.10

AN

9.

10.

1.
12.

Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan Chand & Sons.
Advanced Accountancy - Shukla and Grewal, S. Chand & Co.

Advanced Accountancy - R. L. Gupta & Radhaswamy, Sultan Chand & Sons.

Advanced Accountancy (Vol-ID - S. N. Maheshwari & V. L. Maheswari, Vikas.
Accountancy—III — Tulasian, Tata McGraw Hill Co.

Corporate Accounting-Md Hanif & Amitabha Mukherjee, McGraw Hill Education (India)
Private Limited

Corporate Accounting —V.Rajasekran & R. Lalita, Pearson Delhi

Advanced Accountancy - Arulanandam; Himalaya.

Accountancy—III - S.P. Jain & K.L Narang, Kalyani Publishers.

Guidance Note on the Revised Schedule VI to the Companies Act 1956, The Institute of
Chartered Accounts of India.

Advanced Accounting (IPCC) - D. G. Sharma, Tax Mann Publications.

Advance corporate accounting- B Krishna Rao, S. Krishnaih gaud, K. Sreelatha Reddy.
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(Holding Company)

Structure 21K
Introduction 4w 21.0
Objectives #2211
Meaning & Definations m”" 5 21.2
. | 3L L Fin 213

Legal Requirements for a Holding Company
&E
Consolidated Financial Statements e lldlAs 4 W21 4

Content and format of Consolidated Balance Sheet

<t Il
Consolidation of Financial Statements and ﬂ%»wgdhﬁ@/ 21.6
Accounting Standards =

Presentation of Consolidated Financial Statement J S gvy.dl.ﬂ;,?/ 21.7

Procedure of Consolidation of Financial Statements J’f Kré“ﬂziugduj #£21.8

Format of Consolidated Balance Sheet 1 #ﬂ@y/zl 9
Minority Interest <o S8 A% 21.10
Glossary /4 21.11
Model Examination Questions e 3Eey 21.12

0o/ 7 L LD brur21.13

Suggested Books for Further Readings s
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(Introduction) 4# 21.0

LAUIAG Ao Gl N E S el g S e L&A e
U et b LU TN L0 S S35 S ke st S en pSes ks
ST AFE S oS S 25

k6 Ll e Frn U Lt K LSS s S
(AP B o WK 3P LSS et § e L S rnaf Sl
e FIP I S sl P s p o Fera S

%ﬁ‘fgw,/,uuﬁwic}Ju,th?l[J%/gw,mu?wL?Lug';/:aw S bl
g;/fj/&rp;/fb:utg/ﬂw _LLWL,J/(Absorption).,ajgf?;}w b S 5L
S P 150 S B Lo o e a3 b Kb
vl LS LE S -t & (Holding Company)fis ¥ & s i)
-c,&ﬂv/ u:f (Subsidiary Company)u’: 3

U -4.(631@’)/4)1}3}4}?Ci}fugLJ].,!J%,J/J)@.&"/J/(K@}Jgﬁ{&s
FHE e e ST nd L epbd S e il S S e T2 L8 S
<GS Ui FH A LSK A

(Objectives) 4¢i» 21.1
LA E b itn T LSS
Pl E el S e Bsen
e e UL e e S U 2 L 2o S f e
W el iy’ o
et L il e
KPS el ALt e
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(Meaning & Definations) (f/” 8 21.2
(Holding Company) U:r Ly (A
f(j{.{!" :%m,(4)4&?wuﬂ~ -v/ﬂ.@f&l&é/&}’{fﬂn Companies Act 1956
T A S P S P S CRRE g JU STt STt
e ,u;,ggzi@vﬂ .
et di2 e P G A B L s, e
et s T SBODY AT L EDF $ s o
S b o136 sloartle LI 3 br £ 56 5 u’f J: ;e
e eSS 0d S e e Bnd L F b F L5 S1 o

(Subsidi ary Company) o"{ J: 5 (B

S bls” ublu{ K /uu/ Yy Jv‘[ J: (D sCompanies Act

L SIATIE G T L A S a

L& Find Laamds «QedUsf 2l 6 ae & L bds d5ib
SO AL FE $s L0 b < bl 50%3 ks i =56 FE Ly
-%lgtmgé!KLlfqu//}‘

:Je

P ROF ) e Fitn Pt S5flQ) 5 ot 8PIF QU
FS e sbmntsd HQF (F st HRIF (S)-gelf ©F ot decsitsld 36
P 280

¥ i < F

v v

Q& SEnE (R)&i

F IR O
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Lo L EntPH LI :(Wholly Owned Subsidiary Company) G g ;6’:&&‘(
el S Leee e B F 0010057 i A

2500 7 & —£ :(Partly Owned Subsidiary Company) G Gl ez
_‘Lt‘lgl/‘((}’g/ui;'z:/;bd)ZL!rUﬂ&gaJﬁg/jﬂﬂu‘/?(ng]

P u‘f Az e U uf ;‘dl,aﬁ/?/;bdm : (Minority Shareholder) :.ts.= ¥
et P S LS o E Ll et s 2 GE 2 S 250 P

-ujL/d/,&’VLQ_/J
"o I " S S Juuuy&:s’uiuﬁwi&f&} : (Minority Interest) : e #1(5 s
e ttelf

2L L L 21.3

(Legal Requirements for a Holding Company)

u’i/c«l'{)t’ugf"}@u&l’?cg}’{&JﬁJu’iijé&fzﬂd/ﬁ{jﬂﬂfc‘-gw/wz12%&&’6&;{
u-‘?‘lgdn

P ades i dsa

P UdP&L Al L b
P 2SI A NS L 13
NSNS IayRC!
eI g kI 505
ot IS S L s S g 54(&'1&&&;% -G
e s LF By E Ul 15 A S Bt L
Lwédvdtu‘u,ugﬂuﬂj‘{ &5?<+ijv£¢/»ugdvdm3{ J: 5&/1/»‘3{ L S1.6
-4‘,lgL'lgyL@jl/L.b&f"»”J&rjﬂn/ug;l:«;fm/u%m«.
e bl gl S g Jﬁ;@/;?%afjuf el e JLU L LS J 1.7
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S iir o et L F Gmet PEEN ST o = s
-%tg[}nu:f e kb 17 L Use uf S e D AL L s

(Consolidated Financial Statements) :,quw/ 21.4

d@J&fﬂm&%&uuﬁmébwLuum‘}jéuwg{jﬂnuﬁq/mﬁv@I‘LWKJI
336 0S S A L5 Eand L2 S Fmd ShpebipQ G Lol o (n b
e BTt ST b AS-2 1L ICATE e i o1 o b
3 o sie L SI6U7 o F Soh b F e L(AS-2 1551 B8]
Sl sy e S E 1 ke LY B0 L £l S5 S
P el i e WL F L un S SIS e

(Advantages):utt 56208 £ 1L = QU

FEL S P e ATt ek LIS 10 2 2 Liin 2 ar § TG
e Wl b 2 5L pates sl Lo Y L el QUL

A6 LSS L L LK L B et Sagt S ek 2 d 3 n§ 7 Gi
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_E S Alpeld A i AL 2
Jfud@/};ﬂn}:ﬁ&%fﬁg@%ﬁLuﬁiﬁjl}gdﬁ//uﬁu’?u’% L EEE o 2105 a (Vi
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- blelf (e

& 68 Ly L) G it S0z :‘ar/@uﬁ"ﬁ? S e
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ety K

(Disadvantages):ujdj}@mmd/ !

i oo i S S0 - FS U do ke S LU 3 el i G
_uE nuf,‘f’% It LSS sl el L

Kaswltle S o x 7 st S S b sl st s e U Ju IR go;4d/ Je_Gi
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Content and Format of Consolidated Balance Sheet

J}?L&.{!Ld’[‘ﬂt -g.v/u:f;»u,Jq/tso;/zi"d/guu/“&ivy.duw/"@/fn{d{
O bt I 3E e Lt 36 Ll S 6 f SV

(Assets Side):u AU ujﬁé.bg?ﬂ_(A
LKA LUt S A T F oGRS EA "G
NS PSS J SN RSN

(Liabilities Side):3 AU :algbé.b{’fk“(B
S /";uumuf 5 LUl b eF LsF L2 Jed "
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5 e 3K =il 4216

(Consolidation of Financial Statements and Accounting Standards)

(Introduction): Ji>
S Gl e 34 S S S SICALLE (27 br L2016 15 57 24 (AS 21) 3.1 s

bl LBl U s e S bl 50 105 I den s 1)y
Z(AS 2Dt o v L 56 up‘{u/('/’{:/’//lgfg S ek S Bkl //‘/14/":1
S LB L e QU e b
(Objective): e

SorS ot cat S b d L0 B el QU E b 45 63 il
41)41(‘4&?L{u’f’yuv/-;,mﬁ&)gﬁfd;gugé oS ppalddt ek E oS A0
L el Bt e A EF G E S S L bt — bl et
St mupts 5§/ S sl & on) Sea v S b E e il

ISl i b f e

(Scope): K1
SELS at’ydtﬁ,yr{é£?A/LJ’//!4/"~‘U;}QJ£J{&[¢JMKﬁjﬂ’“lﬂ%u’i_(a
B4y
FAN LK, L/u’d'ruL wwéu‘fu/uw’ 3 ke skl (b
e u1d
gkl Qowtent 27t Zn N IL P OIS wldoe s & Bt S S et di(o
-t

et/ 5 KU bt ouur AS (d
ZAS 14)-Js 4 dué.m,g?/?(uﬁuyﬁ w1 C s & AL B L@ G
(Bl Lozl
(PBLILAS 23Ukt =5, UK A (i
3L AS 278 43Ut Frredin i ). B LS Sty S i

377



-(+rlbfl

(Definitions) : 0% 7
AL LG s oo f 5 &asel £ aé L Accounting Stadards
(ControD:.(#1_(1
e Qe P 3L Bt F $3E St b2 2 G
(K (S8 Buf s b e £ Pl oS oI S5 BT b e £ G
HreL Seid G un S S
Zi_/)'Z:(LLU‘Wv( uﬁf &5&)(5‘{ g/uu’( :?‘4(53( - : (Subsidiary Company) ds"r g,é’. 3.2
-‘LJW/ J;;ﬂ/
_;A/ Vgl_uj[}nuy‘f uf sl e L LI LL(}/:‘{ Ll : (Parent Company) u"{ <3
_‘LU'M Al 5(L7£u’w(5§r $old
.,Qﬁuj.:atydtéb;;/ i us’: (Consolidated Financial Statement): = tl.Jiizi/»_(4
L L b LA s
5‘{ b,e/,wftgn&))f_wrﬁ¢JL@J&i,ﬁ/ﬂnﬁ; £[5{ u/ zc‘-ﬁ" w351 (Bquity) (5 £1.(5
Lo Sl
J&f&gﬁg.,ﬁuh@!L&{&sw}l&m:uﬁf’t% : (Minority Interest): e £1(§ 4x-(6
e trif e HS0L S b e A e G5 e

J S wwuw,:f 21.7

(Presentation of Consolidated Financial Statement)

e bl e & bl o tf b e 3 U L 2 wp (1
8 EE S P ’J,’ugLnﬂ/g4J?(uu€ﬂ JL»"*ﬂLaL‘l,.&QJLLJ{ oy J(-(Z
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Ll S

Feren a4 21.8

(Procedure of Consolidation of Financial Statements)

&Al’:calgl;:Ll:"inl%lgl;lgg?gfatgdtéu;ﬂ;l&:’ﬁu’ml&’r&ﬁuﬁd/.l.}‘(f at‘gdhﬁ,?;)/_(l
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(Inter-Company Balance Sheet & Intra-Company %71/ d{ £1 sl Ve g{ A4
& 5 ééﬁg‘ju)’&{w -%%L’L‘w&rﬁ}{:J}by[éb’&?/f S 2 L 1sTransactions)
LSS NS e P S il
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(Format of Consolidated Balance Sheet) ‘f: d/ M:J{(ﬁ.}?r{ 21.9

e dios 3 L e S de S P B a2 e L2013 L2 e
bl £ T s 222013260 e 3 36 SO0 1 e L -
FN NSNS Y
(Consolidated balance sheet of Holding Company and its subsidiary or

subsidiaries as at.)

Particulars Rs.

I. EQUITY AND LIABILITIES:
Shareholder’s Funds:
Share capital (Holding company)
Minority interest
Reserves and surplus
a. Capital Reserve (Holding company)
Add: Capital reserve from acquisition
Less: Goodwill
b. Revenue Reserve (Holding company)
c. Surplus
Profit of Holding company
Add: Share in revenue profits of subsidiary
Less: Unrealised profits
Non-Current Liabilities (Both companies)
Current Liabilities (Both companies)
Less: Mutual Owings
II. ASSETS:
Non-current Assets

Fixed Assets:

Tangible Assets
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Intangible Assets

Goodwill (Cost of ControlD):

Goodwill (Both Companies)

Add: Goodwill from Acquisition

Total Goodwill

Less: Capital Reserve
Investments:

Investments of Holding company (Except in shares and

debentures)

Add: Investment of subsidiary company
Current Assets (Both companies)

Less: Mutual Owings (if any)

Less: Unrealised profit

(Minority Interest)& ~/ é: A 21.10

VPN N S TS AN NN IVL AT SRS IYS SO JES T
SENLEonE LindE #rF onedn§Lbo wlrndte bl e
bl e B A" e SIS A b ) e v
ol op 2 L it fi A S lols £ bl P i 5 S P S e 15
-LLUJ/;:MJGLL'YLét’D}C?’/}L:L/ Sl 2 Lu‘/u;’@&;/;}?‘a;/u o FIG N e
e PP e B b5 osind o 15
Add: RS
(i) Proportionate Value of Equity Shares Held:
(ii) Proportionate Value of Pref. Shares Held:
(iii) Proportionate Share in Capital Profits:
(iv) Proportionate Share in Revenue Profits:

(v) Proportionate Share of Bonus Shares:
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(vi) Proportionate Share in P&L A/c (Cr.):
Step A: Add (D) to (vi): XXX
(vii) Less: Proportionate Share in P&L A/c (Dr.):
(viii)Proportionate Share in Capital Loss:

(ix) Proportionate Share in Revenue Loss:

Step B: Add (vii) to (ix): XXX
Step C: Minority Interest (Step A — Step B): XXX
:Je
The following is the balance sheet of Ajay Ltd. and Binay Ltd. As at 31 March, 2020:
Particulars Ajay Ltd Binay Ltd
L. EQUITY AND LIABILITIES: R R
Shareholder’s Funds:
Share capital (Shares of %10 each, fully paid) 20,00,000 5,00,000
Reserves and surplus 6, 00,000 -
Current Liabilities
Trade Payables 1,40,000 80,000
27,40,000 5,80,000
II. ASSETS:
Non-current Assets
Investments: (in 60% Shares of Binay Ltd) (at cost) 3,00,000 -
Current/Non-current Assets 24,40,000 5,80,000
27,40,000 5,80,000
Prepare a consolidated balance sheet as at 31* March, 2020.
S

The consolidated balance sheet of Ajay Ltd & Its subsidiary as at 31% March, 2020

1s as follow:

Particulars

I. EQUITY AND LIABILITIES:
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Shareholder’s Funds:

Share capital 20,00,000

Reserves and Surplus 6,00,000

Minority Interest 2,00,000

Current Liabilities :

Trade Payables (Ajay Ltd & Binay Ltd) 2,20,000
Total 30, 20,000

II. ASSETS:

Non-current Assets

Fixed Assets:
Tangible Assets (Ajay Ltd & Binay Ltd) 30,20,000
Total 30,20,000.

Note: Minority interest is the proportion of the outsiders in the subsidiary company’s share
capital andreserves and surplus. Hence minority interest in this Illustration is calculated as

follows:
Minority Interest= %5, 00,000x 40/100= %2, 00,000

(Glossary) <f7 / 21.11

(Control):.L%1 e
e QL Ly Bt $3E S b el e, G
(I (S8 Bof s b e £ Pl S oI S5 T b e £ G
e LSS et S S Ss
e u‘r Y P=3V, j«'!g/uu’( 271y A1k, (Subsidiary Company) u‘{ J: i e
U F 2 sl (e
LU u': o Je Ll LIUE U ool LT, (Parent Company) Hop e
s Kuumuf 5el C Ui S ;tg_?,;f
dté’:,b’a}/f ..{!Lui;fu (Consolidated Financial Statement):éugdt,’i‘ay/ )
L L b LA 5Lz el
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_‘Laytg@,uzéé_/ f e ug/u.u‘(t%( SIS ;U( - (Equity) :& Lo
ﬁ+,vo;€u?wfu£&{ il Pl 47 (Minority Interest): e £1(5 ks o
_wufu:%ﬁ,»uygumu4/556{&55&{&539??‘@@;ww

(Model Examination Question) :«Ulr&é“l;/ 21.12

(Objective Answer Type Questions) =S bic,glzu"’ Y

-c‘,{J{L}’Jl&/L %ﬂﬁ&&r&5JJl/)l&'{jﬂﬁ-(i

_§,WL;’ /juz_:fuJd%,t/@?ﬂf&ib’v{&s-(ii
el sl S G
el oL vke Jwl2 Gy

(Long Answers Type Questions) aﬂ!rJ lpﬁc,g!ﬁdj b
e bt S TSI /2021 54 31(v

Liabilities Rs. Assets Rs.
Share capital Fixed Assets 2,90,000
Equity shares of Rs. 10 each 2,70,000{nvestment 2,75,000
|General Reserve Profit & Loss A/c 3,60,000|Current Assets 1,30,000
Current liabilities 85,000[Preliminary Expenses 20,000
7,15,000f 7,15,000f

Harish Ltd. acquired 25,000 shares in Shahrukh Ltd. on 31* March, 2010 at a
cost of Rs. 2,75,000. fixed assets were revalued at Rs. 3,28,000. Find

minority interest

0 S olos o e il £ 3 L S I b s (Vi

T RY
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Capital Reserve (2

6{ L (3

Celr (4

Minority Interest:68,000 (5

(Suggested Books for Further Readings)_* (s '{.fﬁ 43. o brsr 21.13

o 0k~ D

Corporate Accounting-Md Hanif & Amitabha Mukherjee, McGraw Hill Education (India)
Private Limited.

Corporate Accounting —V.Rajasekran & R. Lalita, Pearson Delhi

Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan Chand & Sons.
Advanced Accountancy - Shukla and Grewal, S. Chand & Co.

Accountancy—III - S.P. Jain & K.L Narang, Kalyani Publishers.

Guidance Note on the Revised Schedule VI to the Companies Act 1956, The Institute of
Chartered Accounts of India.
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(Introduction) 47 22.0
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(Objectives) »¢» 22.1
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Cost of control or goodwill = Investment (At cost) — Face or paid-up value of
shares purchased

. "(Capital Reserve)u’/“/d'%5 oAU ';‘c&tj Yl 44«5( el S, Ll a2
e B P et e

Capital reserve = Face or paid-up value of shares purchased — Investment at

cost
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L3 PSRN WU

Step 1: Amount Paid for Shares Purchased (by the Holding Company
in a Subsidiary)

Add:

Step 2: Holding Company’s Share of Capital Loss

Less:

Step 3: Face Value of Shares

i1) Holding Company’s Share of Capital Loss

ii1) Holding Company’s Share of Bonus Shares Issued by Subsidiary
iv) Holding Company’s Share of Dividend Paid out of capital profit

Step 4: Goodwill (or) Capital reserve:

O

-%;/Z/Jf{d?c‘-fgzjlcdfd/u -c‘-J;ﬂig?c‘-c‘?gu’é’uﬁ4 /72.1?/-(1
_KL@QJ/KJVLJ}KJﬂu’%}//“/d/uf‘{./&jmjﬂn‘/{jzu’!_(z
_qﬁgafﬂﬁjyr{ J Babul Ltd«ﬁr J: sduisAmul Ltd « Sso000 s Je

Particulars Amul Ltd Babul Ltd
4 4
I. EQUITY AND LIABILITIES:

Shareholder’s Funds:
Share capital (Shares of ¥10 each, fully paid) 15,00,000 6,00,000
Reserves 2,10,000 65,000
Surplus (P & L Account) 40,000 10,000
Current Liabilities 2,00,000 95,000
Trade Payables e e
19,50,000 7,70,000

II. ASSETS:
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Non-current Assets
Investments: (100% Shares in Babul Ltd Acquired on 31**March 20) 6,25,000 -
Current/Non-current Assets
Sundry Assets 13,25,000 7,20,000
Unamortized Expenses | e 50,000
19,50,000 7,70,000
Prepare a consolidated balance sheet as at 31* March, 2020
S
The consolidated balance sheet of Amul Ltd & Its subsidiary as at 31*
March, 2020 1s as follows:
Particulars N
I. EQUITY AND LIABILITIES:
Shareholder’s Funds:
Share capital 15,00,000
Reserves and Surplus 2,50,000
Current Liabilities :
Trade Payables (Amul Ltd & Babul Ltd) 2,95,000
Total 20, 45,000
IT. ASSETS:
Non-current Assets
Fixed Assets:
Tangible Assets (Amul Ltd & Babul Ltd) 20,45,000
Total 20,45,000
Working Notes:
Calculation of Goodwill/Capital Reserve:
Amount paid for 100% shares in Babul Ltd. 6, 25,000
Less: Paid up value of 100% shares in Babul Ltd. (6,00,000)
Add: 100% of Reserves of Babul Ltd. As on date of acquisition 65,000
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Add: 100% of Profit & Loss balance as on the date of acquisition

10,000

Less: 100% of unamortized expenses of Babul Ltd. as on the date of acquisition

(50,000)

6,25,000

Goodwill or Capital Reserve

NIL

(Pre-Acquisition Profit-Reserve) u'{/—dlrdr‘? J!J” 22.2
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(Pre-Acquisition Losses) e lad %c_’dr‘? 22.3
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The following are the balance sheets of Alexa Ltd. and Blue Ltd. As at 31 March, 2020:
Particulars Alexa Ltd. Blue Ltd.

I. EQUITY AND LIABILITIES: 2 ?

Shareholder’s Funds:

Share capital (Shares of 2100 each, fully paid) 25,00,000 10,00,000

General Reserves 5,50,000 2,80,000

Surplus (P & L Account) 2,00,000 90,000

Current Liabilities

Trade Payables 2,25,000 2,00,000
34,75,000 15,70,000

II. ASSETS:

Non-current Assets

Fixed Assets 22,25,000 12,00,000
Investments: (7,500 Shares in Blue Ltd) At cost 9,50,000 -
Current Assets 3,00,000 3,45,000
Current/Non-Current Assets

Unamortized Expenses - 25,000

34,75,000 15,70,000
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The shares of Blue Ltd. were acquired by Alexa Ltd. on 1% April, 2019, on
which date the General Reservesand Statement of P & L A/c of Blue Ltd.
showed balances of I 2,20,000 and X 20,000 respectively. Unamortized
expenses were not written off during the year ending 31* March, 2020. You

are required to prepare a consolidated balance sheet of Alexa Ltd. and its

Subsidiary Blue Ltd. as at 31% March, 2020.

S
The consolidated balance sheet of Alexa Ltd.& Its subsidiary as at 31* March, 2020.
Particulars ?

I. EQUITY AND LIABILITIES:
Shareholder’s Funds:
Share capital 25,00,000
Reserves and Surplus 8,47,500
Minority Interest 3,36,250
Current Liabilities :
Trade Payables 4,25,000
Total 41, 08,750
II. ASSETS:
Non-current Assets
Fixed Assets:

Tangible Assets 34,25,000

Intangible Assets 38,750
Current Assets 6,45,000
Total 41,08,750

Working Notes: Total share capital of Blue Ltd. is %10,00,000 divided into
shares of %100 each. The shares of Blue Ltd. is %10,00,000/100=10,000.
Alexa Ltd. has acquired 7,500 shares of Blue Ltd. Hence, Alexa Ltd. has
acquired7,500/10,000= ¥4th shares of Blue Ltd.
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Capital profits of subsidiary i.e. profit earned prior to acquisition of shares:

General Reserves as on 1* April, 2019 2,20,000
Profit & Loss as on 1* April, 2019 20,000
Less: Unamortized expenses as on 1* April, 2019 (25,000)
Pre-Acquisition profit (Capital Profits) 2,15,000

Revenue profits of subsidiary i.e. profit earned after the acquisition of shares:

General Reserves as on 31*March, 2020 2,80,000
Profit & Loss as on 31* March, 2020 90,000
Less: Unamortized expenses as on 31* March, 2020 (25,000)
Less: Pre-acquisition Profits (2,15,000)
Post-Acquisition profit (Revenue Profits) 1,30,000
Calculation of Goodwill/Capital Reserve:
Amount paid for 3/4 shares in Blue Ltd. 9,50,000
Less: Paid up value of 3/4 shares in B Ltd. (10, 00,000 x 3/4)| 7,50,000
%4 of Capital Profit i.e. profits prior to acquisition 1,61,250
(2,15,000 x 34) 9,11,250)
Goodwill or Capital Reserve 38,750
Calculation of Minority interest:
Paid up value of 1/4" shares of Blue Ltd. (210, 00,000 x ') 2,50,000
Add: 1/4™ of General Reserves as on 31% march 2020 :  2,80,000 x Y 70,000
Add: 1/4"™ of Profit and loss as on 31* march 2020: 90,000 x Y4 22,500
Less: 1/4™ of Unamortized Expenses: 25,000 x Y (6,000)
Minority Interest 3,36,250
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(Inter-Company Transactions) ¢/ )Ujg u”‘r FlI 224
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Aqua Ltd. acquired 4,000 equity shares of Solo Ltd. on 31 March 2010. The

following are the balance sheets of the two companies as at 31 March 2011:

Je

Liabilities «l2/s Aqua Ltd. | Solo Ltd. Assets 2t Aqua Ltd. | Solo Ltd.
Equity Shares of Rs.100 Each | 10,00,000 | 5,00,000 | Land & Buildings 2,50,000 | 1,50,000
General Reserves 31 March 2,00,000 | 1,00,000 | Plant & Machinery 2,50,000 3,00,00
2010

Stock 75,000 50,000
Profit & Loss A/c 31 March 50,000 30,000 | Sundry Debtors 50,000 60,00
2010
Profit for the Year 201011 1,00,000 40,000 | Investment in Shares of S 5,00,000 —
Ltd
Sundry Creditors 50,000 50,000 | Bills Receivable 40,000 5,000
Bills Payable 15,000 5,000 | Cash & Bank 2,50,000 | 1,60,000
14,15,000 | 7,25,000 14,15,000 | 7,25,000
Bills receivable of Aqua Ltd include 5000 accepted by Solo Ltd. Sundry
debtors of Aqua Ltd include 25,000 due from Solo Ltd.
Prepare a consolidated balance sheet of Aqua Ltd. and its subsidiary Solo Ltd.
S
Calculation of Share of Aqua Ltd. in Capital Profit:
1) General Reserve (31 March 2010) 1,00,000
i)  P&L A/c (Share 31 March 2010) 30,000
iii)  Total Capital Profit (i+ii) 1,30,000
Share of Aqua Ltd. 4/5x 1,30,000 1,04,000
Calculation of Cost of Control—Capital Reserve:
Cost of Investment in Shares of S Ltd. 5,00,000
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Less: Paid-up Value of Equity Shares (4,00,000)
1,00,000
Less: Capital Profit (Ref: I (iv)) (1,04,000)
Capital Reserve -4000
Calculation of Share of Aqua Ltd in Revenue Profits:
Profit for the Year 201011 40,000
Share of Aqua Ltd.: 4/5 x 40,000= 32,000
Computation of Minority Interest:
Paid-up Value of Equity Shares Held Minority = 1/5 x 5,00,000 1,00,000
Share of General Reserve= 1/5 x 1,00,000 20,000
Share of Profit (31 March 2010)>—30,000 + (2010-11) 40,000
1/5 x 70,000 = 14,000
Value of Minority Interest (Add (1) + (iD) + (i) 1,34,000

Consolidated Balance Sheetof Aqua Ltd. And Its Subsidiary Solo

Ltd. as on 31 March 2011

Liabilities «l2/s Rs. Assets 2t Rs.
Share Capital: Fixed Assets:
Issued, Subscribed & Paid-up Land & Buildings:
10,000 Equity Shares of 10 Each 10,00,000 | Aqua Ltd. 2,50,000
Minority Interest 1,34,000 | Solo Ltd. 1,50,000 4,00,000
Reserves & Surplus Plant & Machinery
General Reserve (Aqua Ltd.) 2,00,000 | Aqua Ltd. 2,50,000
Capital Reserve 4,000 | Solo Ltd. 3,00,000 5,50,000
P&L Alc: Current Assets, Loans and Advances
Aqua Ltd. 1,50,000 (A) Current Assets:
Solo Ltd. 32,000 1,82,000 | Stock:
Current Liabilities: Aqua 1.td.75,000
Aqua Ltd. 50,000 Solo Ltd. 50,000 1,25,000
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Solo Ltd. 50,000 Sundry Debtors:
Less: Inter-company Debts 25,000 75,000 | Aqua Ltd.50,000
Bills Payable: Solo Ltd. 60,000
Aqua Ltd. 15,000 Less: Inter-company Debts 25,000 85,000
Solo Ltd. 5,000 Cash & Bank:
Less: Inter-company Bills 5,000 15,000 | Aqua Ltd. 2,50,000
Solo Ltd. 1,60,000 4,10,000
(B) Loans & Advances:
Bills Receivable:
Aqua Ltd. 40,000
Solo Ltd. 5,000
Less: Intercompany Bills 5,000) 40,000
16,10,000 16,10,000

(Unrealized Profit in Stock) dv&:”’ j S 22.5
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Equity Share of 10 Each 20,00,000 | 12,00,000 | Land & Buildings 10,00,000 8,00,000
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General Reserve on 1 3,60,000 2,04,000 | Plant & Machinery 5,00,000 6,40,000
April 2009
Profit & Loss A/c 2,40,000 96,000 | Stock 2,80,000 |  3,20,000
Balance on 1 April 2009 Debtors 4,80,000 4,20,000
Profit for 2009-10 4,40,000 |  3,36,000 | 80,000 Shares in S Ltd. 11,80,000 —
Bills Payable — 80,000 | Bills Receivable 1,20,000 —
Creditors 5,60,000 | 2,84,000 | Cash 40,000 20,000
36,00,000 | 22,00,000 36,00,000 | 22,00,000

P AUk E s Sl i il G Lo P i G 2010852 1L 2

it Ll Gt e S L ss48,000 L ad F 2 Uk LindseJros £ s S

MEe2,60,0000 1 7 = 22l F 2 Ut S L 2 e p S &2,40,000 s 2 e Ut e
P3G L b 5L R e S s Bl adidS f N FE S d L e S
ke B0 Y e 1,00,0006 0

S
rele ol
I: Calculation of HARISH Ltd.’s Share in Capital Reserve:
Step 1: Balance of General Reserve on 1 April 2009 2, 04,000
Step 2: Share of HARISH Ltd: 2/3 x 2, 04,000 1, 36,000
II: Calculation of HARISH Ltd.’s Share in Capital Profits:
Step 1: Balance as per P&L A/c on 1 April 2009 96,000
Step 2: Profit from 1 April 2009 to 1 January 2010 i.e., 9 months 2,52,000
9/12 x 3,36,000 (Given)

Step 3: Total Profit (Add: Step 1 + Step 2) 3,48,,000
Step 4: Share of HARISH Ltd : 2/3 x 3,48,000 1,74,000
II: Calculation of Cost of Control:
Step 1: Cost of Investment in Shares of SATISH Ltd: 11,80,000
Step 2: Less: Paid-up Value of Shares = (80,000 x10) 8,00,000
Step 3: Goodwill (Step 1 — Step 2) 3,80,000

399




Step 4: Less: Capital Reserve 1,36,000
2,44,000
Step 5: Less: Capital Profits 2,32,000
Step 6: Value of Goodwill to Be Shown in Consolidated Balance Sheet 12,000
IV: Computation of Minority Interest:
Step 1: Shares Held by Outsiders (1, 20,000 — 80,000) 40,000 Shares x 10) 4, 00,000
Step 2: (1/3 of 2, 04,000) Share of General Reserve as on 1 April 2009 68,000
Step 3: (1/3 of 96,000)Share of Profit (1 April 2009) 32,000
Step 4: (1/3 of 3, 36,000)Share of Profit (2009—-10) 1, 12,000
Step 5: Minority Interest [Add: Step 1 to Step 4] 6, 12,000
V: Calculation of HARISH Ltd.’s Share in Revenue Profits:
Step 1: Profit for (1 January 2010 to 31 March 2010) 3 months, i.e. 3/12 x 3, 36,000 84,000
Step 2: Share of HARISH LTD. 2/3 x 84,000 56,000
VI: Calculation of Contingent Liability:
Step 1: SATISH Ltd.’s Bills Payable in Favor of HARISH Ltd. 80,000
Step 2: Amount Available in HARISH Ltd. as per B/S 48,000
Step 3: Bills Receivable Discounted (Step 1 — Step 2) 32,000
Step 4: Total Contingent Liability (Given) 1,00,000
Step 5: As, 32,000 Discounted Being Internal Contingent Liability, 32,000
to Be Deducted from Total Contingent Liability
Step 6: Amount Available for External Liability to Be Shown as footnote to B/S 68,000
VII: Calculation of Unrealized Profit in Stock:
Step 1: Stock of HARISH Ltd. (Supplied by SATISH Ltd.) 66,000
Step 2: Profit: 25% on Cost (Given)—25% on Cost is Equal to 20% on Sale, 20/100 x 60,000 12,000

Consolidated Balance Sheet of HARISH Ltd. and Its Subsidiary SATISH Ltd. as

on 31 March 2010

Liabilities «l2ls Rs Assets Lt Rs
Share Capital: Fixed Assets:
Issued, Subscribed & Paid up Equity Goodwill 12,000
20,00,000
Shares of 10 Each Fully Paid 2,00,000 Land & Buildings:
Reserves & Surplus HARISH Ltd. 10,00,000
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General Reserve (HARISH Ltd.) 3,60,000 | SATISH Ltd. 8,00,000 18,00,000
Profit & Loss A/c 6,80,000 Plant & Machinery:
Add: Share in S Ltd. (56,000) 7,36,000 HARISH Ltd. 5,00,000
Less: Unrealized Profit in Stock 12,000 7,24,000 | SATISH Ltd. 6,40,000 11,40,000
Current Liabilities: Current Assets:
Creditors: Stock:
HARISH Ltd. 5,60,000 HARISH Ltd. 2,80,000
SATISH Ltd. 2,84,000 SATISH Ltd. 3,20,000
Less: Inter-company Debt 40,000 8,04,000 | Less: Unrealized Profit 12,000 5,88,000
Bills Payable Debtors:
SATISH Ltd. 80,000 HARISH Ltd. 4,80,000
Less: Inter-company Debt 48,000 32,000 | SATISH Ltd. 4,20,000
Less: Inter-company Debt 9,00,000 8,60,000
Minority Interest 6,12,000 | Cash:
HARISH Ltd. 40,000
SATISH Ltd. 20,000 60,000
Loans & Advances:
Bills Receivable:
HARISH Ltd.1,20,000
Less: Inter-company Debt 48,000 72,000
45,32,000 45,32,000

(Glossary) &/ 22.6
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(Long Answers Type Questions) c:«JJD/J' lch.uU,»?J: b
-Qﬁgﬁu“ff d/ Basava Ltd(ﬁr uE 5J muu”fﬂAnand Ltd e 3ouur-(vi

Particulars ANAND Ltd BASAVA Ltd
I. EQUITY AND LIABILITIES: N N
Shareholder’s Funds:
Share capital (Shares of %10 each, fully paid) 30,00,000 12,00,000
Reserves 4,20,000 130,000
Surplus (P & L Account) 80,000 20,000
Current Liabilities 4,00,000 190,000
Trade Payables e L e
39,00,000 1,540,000
II. ASSETS:
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Non-current Assets

Investments: (100% Shares in Basava Ltd Acquired on 31¥March 21) 1,250,000 -

Current/Non-current Assets

Sundry Assets 2,650,000 1,440,000

Unamortized Expenses - 1,00,000
39,00,000 1,540,000

Prepare a consolidated balance sheet as at 31* March, 2021
_u’? Jie” %J%J(Baron Ltd)?guuw!(Aron Ltd) %’%)05172020 S A3 1-(vii

Particulars Aron Ltd. Baron Ltd.

1. EQUITY AND LIABILITIES: N N

Shareholder’s Funds:

Share capital (Shares of 100 each, fully paid) 50,00,000 20,00,000

General Reserves 1,100,000 5,60,000

Surplus (P & L Account) 4,00,000 180,000

Current Liabilities

Trade Payables 5,50,000 4,00,000
6,950,000 3,140,000

II. ASSETS:

Non-current Assets

Fixed Assets 4,450,000 24,00,000

Investments: (7,500 Shares in Baron Ltd.) (At cost) 1,900,000 }

Current Assets 6,00,000 6,90,000

Current/Non-Current Assets

Unamortized Expenses - 50,000
6,950,000 3,140,000

The shares of Baron Ltd. were acquired by Aron Ltd. on 1% April, 2019, on which

date the General Reserves and Statement of P & L A/c of Baron Ltd. showed

balances of ¥ 4,40,000 and ¥ 40,000 respectively. Unamortized expenses were not

written off during the year ending 31% March, 2020. You are required to prepare a

consolidated balance sheet of Aron Ltd. and its Subsidiary Baron Ltd. as at 31%

March, 2020.
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Aqdas Ltd. acquired 4,000 equity shares of Sunil Ltd. on 31 March 2020.

The following are the balance sheets of the two companies as at 31 March 2021:

Liabilities «(2/s Aqdas Ltd. | Sunil Ltd. Assets & Aqdas Ltd. | Sunil Ltd.
Equity Shares of "100 Each 20,00,000 1,000,000 | Land & Buildings 5,00,000 | 3,00,000
General Reserves 31 March 4,00,000 | 2,00,000 | Plant & Machinery 5,00,000 | 6,00,00
20

Stock 150,000 | 100,000

Profit & Loss A/c March 100,000 60,000 | Sundry Debtors 100,000 120,00
2020

Profit for the Year 2020-21 2,00,000 80,000 | Investment in Shares of SLtd 10,00,000 —

Sundry Creditors 100,000 | 100,000 | Bills Receivable 80,000 10,000

Bills Payable 30,000 10,000 | Cash & Bank 5,00,000 | 320,000

2,830,000 {1,450,000 2,830,000 {1,450,000

Bills receivable of Agdas Ltd include 10000 accepted by Sunil Ltd. Sundry
debtors of Aqdas Ltd include 50,000 due from Sunil Ltd.

Prepare a consolidated balance sheet of Aqdas Ltd. and its subsidiary Sunil Ltd.
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(Suggested Books for Further Readings) U0/ % L L iy 22.8

A

Corporate Accounting-Md Hanif & Amitabha Mukherjee, McGraw Hill Education (India)
Private Limited.

Corporate Accounting —V.Rajasekran & R. Lalita, Pearson Delhi

Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan Chand & Sons.
Advanced Accountancy - Shukla and Grewal, S. Chand & Co.

Accountancy—III - S.P. Jain & K.L Narang, Kalyani Publishers.

Guidance Note on the Revised Schedule VI to the Companies Act 1956, The Institute of
Chartered Accounts of India.

Advanced Accounting (IPCC) - D. G. Sharma, Tax Mann Publications.
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(Introduction) 47 23.0

/Wuuﬁgéwba b Jﬁ)!g/u(u?m/}*Lﬁi‘vf‘;&j;ﬁﬁidﬁggu‘i&‘vffﬂnﬁ
S e P 2 A L i P S el 28 i o6 U 28 U 2
LN e bhols” 4/}b£ébwdr”)1f e s b Ik LS ey e

»»»»»

LUt L B ,twm;/f:{w,)f P g H CoFu

JJ}”/'Q:}/Z/MJ}%J;K%L@UL 2 g@L/iﬁ/&J,ﬁgéVﬁﬂ'{/éi&{jﬂ%
JLH_JLL: oY = JJ;;fi;/z/‘ﬁ‘{gJ;}ﬁ%gmuuﬁad/{ﬁ)lg/ﬁ _{4_,/?/,(_“,@
-~ W & (Compound Depreciation Adjustment) etz 418w ol St F I

(Objectives) ##» 23.1

LU Sk T LS k36
LUE LB GE IS e
LU ST L1 e
LyS et e Fhude e
LS ey i sl s e
LSS S e 3T < xngie 1 e

3

et b LI LU S5 S pAt St Sov et Si & L F S|

fgﬁut§(+énﬁg,d/uﬁ¢cf4éu; _%tg%;ufiuuﬁméc»Lgmmﬁh;u

& G —e bl AL L ERYPRC Yy 2L H“ AR -‘gﬁﬁ/@/gup&y}
e LS T L

g_élg L3S (Fixed Assets)u?wu}‘L«j{&ﬁ‘c‘_&/ﬂbﬂuﬁﬁ{dﬁ{jﬂn.{l¢
e bWt Ut o S F B e L gk dE 7
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Kbl (“‘” U nlar FIE Ju“u,mz/&{ SEeB L0 Ut

D 1s ‘/ = l-elb L (Investment Account)ess6les il F 4}&15[5{ Ly e
Sebnfed§

Jsi1s#, K2 bl 1 £ (Capital Loss)oF Gl o Ut 280 Ut et e i o
J%}’Lg/flrca(Revenue Loss)uuﬁ&ﬂ,‘dg%g/ﬂ(;/// J’/:?f/g Ko ity
PP S

(Meaning & Definition) (}?M 8" 232

(st L SIS Ut 237 et nd 42 Ut ks S Ui ek, S v
;ﬁ/{,&fu’%u( ks S hesz Udtcae Qe d e iy, qu”f/,/,bru e b Al
b0 U nl el
(Historical Cost Method)§& 4 £ = 4y Ut A o2 3k LUS GAAP e
(Fair Market ss2d 4 2L, (Cost) ed § Udet 46 stk Z 1 —e bl (:V“ 4)9.&/
et e d A 2 iUl bl It oS Value)
SHEP I ST U et L1 bW DS Ut Jr LTFRS o
_ug&C S

(Advantages) {19 23.3

G i Ao it B B L o J1iee Je S(Upward-Side)e# s, Ui o
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egeifed A SUMLFE e SEA LE ST
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(Dis-Advantages) =l 23.4

e GRS S Sstho, PGS IS oden, o e o

°

LFeS S s e SASE Sdo S o

-‘Léuﬁus’fd;g.,wv Jm}fé@@g,ﬁ)lg/d/ujwif °

Lu!uﬁc«l.pii’wic‘g&lgdu c;u:/:l.ugfu:(KJ!I}{%(}/@]o)&/(,ﬁ}"{/d/u;t‘!ﬂd{ °

-‘at‘ndbf{ e éﬁ

et S n & GsSmis FE 820206431 U6

I. Equity and Liabilities Prakash Ltd. Rs.| Qari Ltd. Rs.
Equity shares of Rs.100Each 16,00,000 4,00,000
Profit & Loss A/c 2,00,000 80,000
External Liabilities 30,00,000 19,20,000
Total 48,00,000 24,00,000

II. Assets Prakash Ltd. Rs.| Qari Ltd. Rs.
Equipment Investment : 10,00,000; 3,80,000

3,600 equity shares in Q Ltd. on 1 April 2010 5,60,000

Other Assets 32,40,000 20,20,000
Total 48,00,000 24,00,000

ST 86 e A6 S F ek S K5,32,0000% 2\ Lo\ B L 562020 f 41
A28 ) Sos 1420 sks 52 1.4,00,000 22 6ty S(Equipment’s)
U e ES T e £20206 431 (FSUE etz il )

S
I: | Calculation of Pre-acquisition profits : Rs.
Balance on 1 April 2020 32,000
Share of Prakash Ltd i.e. 90% x Rs.32,000 28,800
Minority Interest [(1) — (ii)] 3,200
II: | Revaluation of Equipment :
(1)Profit on revaluation (20% x Rs. 4,00,000) 80,000
(i1)Share of Prakash Ltd (i.e. 90/100 x 80,000) 72,000
(iihDMinority share [(1) — (iD] 8,000

III: | Calculation of Additional Depreciation :
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Rs.44,000]

Book value on 1 April 2020 4,00,000
Less:Book value on 31 March 2021 3,80,000
Depreciation [(1) — (D] 20,000
Rate of Depreciation = 20000/400000 x 100 = 5%
Additional Depreciation on Rs.80,000---5% =5/100 x Rs.80,000 4,000
IV: | Calculation of Post-acquisition of profit :
(i)Balance on 31 March 2021 80,000
(i1)Less : Balance on 31 March 2020 32,000
48,000
(iiD)Less:Additional Depreciation (Ref : I1I) 4,000
(iv)Less:Share of Prakash Ltd.90/100x 44,000 39,600
(v)Minority Interest [(ii1) — (iv)] 4,400
V : | Calculation of Cost of Control :
(1)Cost of Investment in share of Qari Ltd. 5,60,000
(iDLess : Paid-up Capital Held 3,60,000
2,00,000
(iiDLess : Capital Profit-Pre-acquisition 28,800
1,71,200
(iv)  Less : Revaluation of Equipment (Capital Profit) 72,000
99,200
VI: | Computation of Minority Interest :
Paid-up value of shares held 40,000
Add : Share of Pre-acquisition profit :[Ref: I (ii1) i.e.1/10 x 32,000] 3,200
43,200
Add : Share of Profit on Revaluation[Ref : II GiiD) i.e.,1/10 x 3.000
Add : Share of Post-acquisition profit[Ref: IV (v) i.e.,1/10 x 5?288

Consolidated Balance Sheet of Prakash Ltd. and its Subsidiary Qari Ltd.as on 31 March 2020

EQUITIES AND LIABILITIES: Amount (Rs.)

Shareholders’ funds

Share Capital : 16000 shares of Rs. 100 each 16,00,000

Reserve & surplus

General Reserve Prakash Ltd. 2,39,600

P& LA/

Share in Qari Ltd. 2,00,00

Minority Interest 39,600 59,600

Other Liabilities

Prakash Ltd. 30,00,000

Qari Ltd. 19,20,000 49,20,000
Total 68,15,200
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ASSETS
Fixed Assets
Prakash Ltd. 10,000,00
Qari Ltd. 4,80,000
14,80,000
Depreciation 5% on 4,80,000 (24,000) 14,56,000
Goodwill 99,200
Other Assets
Prakash Ltd. 32,40,000
Qari Ltd. 20,20,000 52,60,000
Total 68,15,200

f&gfrflu)ﬁ)lab)/d/&(&)' 23.5
(Interim Dividend Paid by Subsidiary Company)
5 et AL 3P Eud st e L et QWS e B 20§ T
J c;t»édezrigmwi 597 ﬁ“ n, Sely )uf_+&ﬁ;uxgg5( j«‘ubgum;idvd{ u”’f &
i B LU AUI L LS eim L Jenzr P L5 §301 oo U s
-l (Zﬁ uyuédﬁjwuu,ﬁ;;ﬁ
cal Rl s? mie o eke S Lt Jv? Sispie O e eaddle v
(Pre-24. 43¢ AIF IS 65 Fhrteml L1 - bbotbe Cir Lt Lo Saagse /157 =

el 2L d‘r uE sl SF L gl P L) o ¥Acquisition Intereim Dividend)
e b e

(Accounting Treatment): =4/ _F& 1]

-&-blel J@u:ﬁ“ WSEeLdemar L ¢ sfaagie fo s G

ke B oK Fank i

Yok oGRane 1 (il

S Suase prue b L7 oK e bl G i, Find Ldonsir i £

,L/uﬁ&Lafﬂé&{‘}“;/&{fﬂn?‘%g@;ﬁ,uaévdﬁ;u‘}gﬁ:ﬁ;gjﬁz;ﬁ —e bl O
LI isgie fle e Lol LU S oS S A L2 1 LSS
(j-‘l/l _%Lgv/.w;/jvééb»Lﬁg@&d&uuﬁ/,@m,t%gmﬁ?ﬁL&ﬂ(«,uﬂ}{
LS T e S8 Lot LU 1§57 e S Lot o Jo bS5 513
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_Lat‘lggﬁu:&f&:':uuﬁ/)léV/Ji&fgld/g,:l./ulbat‘tg&fﬁm{,/}bb,«r‘b;/él?Lb

< FS S vay SIS

NNy A A { o
’mﬁ;u,gu'éu“{ J: 5 -G
S owes e i
-aLfoflac;!c;ub?u’/@r@/ xagse A1 (i

SV O I PERY, GZ(:J}bWUt&}K'LUWA!dV'%!LUg/ Linxhyse 20 G
:J
2020 0230 e flsmls¥ T PSS i g2t b
Liabilities Hamed Ltd Sohail Ltd

Share Capital:
10 Shares Each Fully paid 9,00,000 4,50,000
General Reserve 5,70,000 18,000
Profit & Loss Account 4,80,000 3,24,000
Sundry Creditors 90,000 1,44,900
20,40,000 9,36,900
Assets Hamed Ltd. | Sohail Ltd.
Freehold Premises 7,68,000 2,70,000
Machinery 1,80,000 2,43,900
Stock 2,04,000 1,81,800
Sundry Debtors 1,68,000 1,42,200
Cash 1,80,000 99,000
Investment in Shares of Sohail Ltd. at Cost 5,40,000 —
Total 20,40,000 9,36,900

5,40,000= 0SS 2 L 6o 4 Lo 2,36,000L il 420198un14 ke, 2
e S bk 56 ek d e U o2 20200230 Lo
< JExsg Pl A as 10 b S e i E g (a
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e JETSL 118,000 428 TS5 e ! ™ Ut St (b

13,500 /0173 42 e s/54,0008 LSy /e ™ St rn ? S (c
24U él?(%u

3¢ 3013,5005. 24e2.2,28,000 366 S 6l 920198024 Sl 7
Y- LT QSIS At S S o

£20208431-L F0i 31,5004 4 Ut e_5,5,10,000520190t gL o7 i
:‘Ly@uﬁd;‘fwéféjgfmiug;/u!m,,e:,«éu‘ﬁ‘

Particulars Hameed Ltd. Saleem Ltd. Rs.
Rs.
I. EQUITY AND LIABILITIES:
Shareholder’s Funds:
Share capital (Shares of B ¥10 each, fully paid) 12,00,000 4,50,000
General Reserves 7,50,000 2,25,000
Surplus (P & L Account) 4,47,000 1,84,500
Current Liabilities
Trade Payables 1,23,000 70,500
Unclaimed Dividend 1500
Total 25,20,000 9,31,500
II. ASSETS:
Non-current Assets
Fixed Assets:
Plant & Machinery 9,37,500 2,70,000
Office Equipment’s 1,27,500 75,000
Investments: (31,500 Shares in Saleem Ltd.) (At cost) 5,10,000 | -
Current Assets
Inventories 6,15,000 2,85,000
Trade Receivables 1,50,000 1,20,000
Bank 1,80,000 1,76,000
Current/Non-Current Assets
Share Issue Expenses | === 5,500
Total 25,20,000 9,31,500

On 1™ April, 2017 Saleem Ltd. had followings balances:

General Reserves X1,20,000; P & L A/c X75,000 Saleem Ltd. declared the
final dividend of 10% per annum for the year ended 31% March, 2019.
Saleem Ltd. declared the interim dividend @ 8% per annum for the full year
on 15 February, 2020.

Contingent 1iab11itan .
Proposed dividen b?l Saleem Ltd. @11%: 349,500. Hameed Ltd. credited
the final dividend plus interim dividend to its Profit & Loss. The entire
unclaimed dividend agpearlng in the balance sheet of Saleem Ltd. belongs to
the minority shareholders.

3{6)2110 are required to prepare a consolidated balance sheet as at 31% March,

413




ettt L S

1S

A d S 7 £20205.431
£4

Particulars
I. EQUITY AND LIABILITIES:
Shareholder’s Funds:
Share capital 12,00,000
Reserves and Surplus 13,47,150
Minority Interest 2,57,700
Current Liabilities :
Trade Payables 1,93,500
Total 29,98,350
II. ASSETS:
Non-current Assets
Fixed Assets:
Tangible Assets 14,10,000
Intangible Assets 62,350
Current Assets
Inventories 9,00,000
Trade Receivables 2,70,000
Cash and cash Equivalents 3,56,000
Total 29,98,350

KT b L ez L

Closing balance of P & L A/c of Saleem Ltd. 1,84,500
Add:

Final Dividend @10% p.a. for the year ended 31* March, 2019 45,000

Interim Dividend @ 8% p.a. for the full year 36,000

Transfer to general reserve 1,05,000

Less: Opening Balance of P & L A/c of Saleem Ltd. 3,70,500

Net Profit for the current year (75,000)

2,95,500

X dV}j {’/Lﬁ.& ff}l

Net profit for the year 2,95,500

Less: Interim Dividend (36,000,

Profits of Saleem Ltd. 2,59,500

Hameed Ltd. Share= %2,59,500 x 70/100 1, 81,650
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@ Dividend received by Hameed Ltd. = 345,000 x 70/100 =¥ 31,500
It will be deducted from P & L A/c of Hameed Ltd. And also from shares in Saleem Ltd. A/c

while calculating costof control.

(ii)  Capital profits:

General Reserves 1, 20,000
Add: Profit & Loss (R 75,000-Final Dividend X 45,000) 30,000
Less: Share Issue expenses (5,500)
Capital Profits 1, 44,500
(i)  Calculation of Goodwill/Capital Reserve:
Balance of shares in Saleem Ltd. A/c after deduction of dividend received out of
Pre-acquisition profits (5,10,000 — 31,500) 4,78,500
Less:
Paid up value of 31,500 shares (24,50,000 x 70%) 3,15,000
Hameed Ltd.’s share in Capital Profit (1,44,500 x 70%) 1,01,150 (4,16,150)
Goodwill 62,350
Gv) Calculation of Minority interest:
Paid up value of 30% shares of Saleem Ltd. (4,50,000 % 30%) 2,50,000
IAdd: 30% of General Reserves: (X2,25,0000 x 30%) 1,20,000
IAdd: 30% of Profit and loss: (X1,84,500 x 30%) 55,350,
Add: Unclaimed dividend 1,500
Less: 30% of Share Issue Expenses: (5,500 x 30%) (1,650)
Minority Interest 2, 57,700

(Glossary)b’tﬁldjxg 23.6

€399, L8 TS o o lmnr§ U ks L8 20,7 L ((Revaluation) 21y, e
;CI‘IJG'/@»E?/L?JLWJ(_’«%%&C@JJWIJ.“«/#JIJ/ cﬁ)lg/ _c‘_t‘tg.lf’/dl.’f‘”!
-nJC'&,L’LZi_}
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(Model Examination Questions):«w/&l?w/ 23.7

(Long Answers Type Questions) S bic«y!ﬁd’, b
oS bl 05 ¥ L 1e e S UG

_u:‘”g Oy Llginie P o e I yALd J: 5-(ii

e 3920206431 22 Sl w Sz e Gii

Liabilities o Gy 2 Assets o Gy I
Equity shares of Rs. 100 | 160000 | 400000 | Equipment’s 1000000 | 380000
Each
Profit & Loss A/c 200000 | 800000 | Investment:
External Liabilities 3000000 | 1920000 | 3600 equity shares in 560000 | ---------
Qadar 1td on 1% April
Other Assets 3240000 | 2020000
Total 4800000 | 2400000 | Total 4800000 | 2400000

S LA 16U s 62 5,32,000 58 L il £ 15520200 411

(et etz i3S St a6 ) - o420 shs LS 214,00,00025
LS ESE 20205431
20210230 ol bb S ARG A et st S (i

Liabilities I e N
Share Capital:
10 Shares Each Fully paid 10,00,000 | 5,50,000
General Reserve 6,70,000 28,000
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Profit & Loss Account 5,80,000 4,24,000
Sundry Creditors 1,90,000 2,44,900
Total 2,440,000 | 1,246,900
Assets yr e AN
Freehold Premises 8,068,000 3,70,000
Machinery 2,80,000 2,53,900
Stock 3,04,000 2,81,800
Sundry Debtors 2,68,000 2,42,200
Cash 1,80,000 99,000
Investment in Shares of Kumar Ltd. at Cost 5,40,000 —
Total 2,440,000 | 1,246,900

£2/5,40,000=F S 2 LU bs 4 £ 3.36,000L i uy20208021 L el
13 S b I eyl S8 S 2 202102308
S Pl FE s 1 0 b S MUt Z il G
e ST L 1,18,000 428645 e il A S Gi
13,500 S5 5 4 2 UL s/58,0008 L$uts 7 e sl AUt e P S i

3

-&U/éb‘g%)/

B 3/13,5005. 29&2.2,28,000 256 b6 A5 2020u 24 S lls 7

e 520205431 el F Ut e v

Liabilities AR e Assets A RAJo
Equity shares of Rs. 10 100000 | 200000 | Equipment’s 100000 | 380000
Each
Profit & Loss A/c 400000 | 500000 | Investment:
External Liabilities 300000 | 192000 | 3600 equity shares in Igbal | 560000 | ---------
1td on 1™ April
Other Assets 140000 | 202000
Total 800000 | 892000 | Total 800000 | 240000

Sohe 2 £ 6 PF e e 3,32,0008 22361 o Clor £ 22 1520200 11
(et ez a3 St 02 UG - agad20 e sk L2 ,4,00,0005
ST 20205431
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(Suggested Books for Further Readings) S '{.f“ “i L2 bir 23.8

1D Corporate Accounting-Md Hanif & Amitabha Mukherjee, McGraw Hill Education
(India) Private Limited.

2) Corporate Accounting —V.Rajasekran & R. Lalita, Pearson Delhi

3) Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan Chand & Sons.

4) Advanced Accountancy - Shukla and Grewal, S. Chand & Co.

5) Accountancy—III - S.P. Jain & K.L Narang, Kalyani Publishers.

6) Guidance Note on the Revised Schedule VI to the Companies Act 1956, The Institute of
Chartered Accounts of India.

7) Advanced Accounting (IPCC) - D. G. Sharma, Tax Mann Publications.
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(Debentures in Subsidiary Company)

Structure

Introduction
Objectives
As per Vertical Balance Sheet

As per Vertical Balance Sheet

Preparation of Consolidated Balance Sheet:

Glossary
Model Examination Questions

Suggested Books for Further Reading
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(As per Vertical Balance Sheet) & ﬂd}y‘; 24.2

:Je
Balance Sheets of Harun Ltd. and Shiva Ltd. as at 31st December, 2020
Particulars Harun Ltd. (Rs) | Shiva Ltd.(Rs)

EQUITY AND LIABILITIES
Shareholders’ Funds :
Share Capital-Equity Shares of Rs 100 each 5,00,000 2,00,000
Reserves and Surplus : General Reserve 60,000 40,000
Profit and Loss Account 30,000 10,000
Share Application Money Pending Allotment : -—-- -—--
Non-current Liabilities :
12% Debentures of Rs 100 each (Secured) -—-- 1,00,000
Current Liabilities :
Trade Payables :
Creditors 40,000 25,000
Bills Payable 12,000 8,000
Short-term Provisions; 40,000 20,000

TOTAL 6,82,000 4,03,000
ASSETS
(1) Non-current Assets :
Fixed Assets
Tangible Assets-Plant and Machinery 3,50,000 3,20,000
Non-current Investments :
Shares in Shiva Ltd. (1,500 shares @ Rs 120 1,80,000 -—--
each) 36,000 -—--
12% Debentures (400 Debentures @ Rs 90
each)
(2) Current Assets : 35,000 15,000
Current Investments 60,000 30,000
Inventories---Stock
Trade Receivables : 10,000 8,000
Debtors 11,000 30,000
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Bills Receivable
Cash and cash equivalents---Cash in Hand

TOTAL 6,882,000 4,03,000

*
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Consolidated Balance Sheet of Harun Ltd. and its Subsidiary Shiva Ltd. as at

31st December, 2020
Particulars Amount(Rs)
EQUITY AND LIABILITIES
Shareholders’ Funds :
(a) Share Capital 5,00,000
(b) Reserves and Surplus 1,07,000
Share Application Money Pending Allotment : -
Minority Interest 57,500
Non-current Liabilities :
(a) Long-term Borrowings 60,000
Current Liabilities :
(a) Short-term Borrowings -—--
(b) Trade Payables 67,000
(¢) Other Current Liabilities -—--
(d) Short-term Provisions 60,000
TOTAL 8,51,500
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ASSETS
Non-current Assets :

Fixed Assets
Tangible Assets 6,50,000
Intangible Assets 21,500
Current Assets :
(a) Current Investments -
(b) Inventories 49,000
(c) Trade Receivables 90,000
(d) Cash and Cash Equivalents 41,000
TOTAL 8,51,500
SIL Lo
Particulars Amount

(1) Share Capital:

Authorized Capital : Equity Shares Issued, Subscribed and Paid-up Capital

: 5,000 Equity Shares of Rs 100 each fully paid 5,00,000
(2) Reserve and Surplus;

General Reserve (W.N. 6) 67,500

Profit and Loss Account (W.N. 5) 39,500 1,07,000
(3) Minority Interest: (W.N. 2) 57,500
(4) Long-term Borrowings:

12% Debentures 1,00,000

Less: Held within the Group 40,000 60,000
(5) Trade Payables -

Creditors (W.N. 4) 55,000

Bills Payable (W.N. 4) 12,000 67,000
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(6) Short-term Provision:
Harun Ltd 40,000
Shiva Ltd 20,000 60,000

(7) Fixed Assets

Tangible Assets :
Plant and Machinery (W.N. 4) 6,50,000

Intangible Assets :
Goodwill (W.N. 3) 21,500

(8) Inventories
Stock (W.N. 4) 49,000

(9) Trade Receivables
Debtors (W.N. 4) 80,000
Bills Receivables (W.N. 4) 10,000 90,000

(10) Cash and Cash Equivalents
Cash(W.N.4) 41,000

Tutorial Note: Debentures are liabilities to outside parties and will be cancelled
only to the extent of debentures held in the group.

Working Notes:

1) Degree of Control = 1,00 Shares/2000 Shares _ 3444, Minority = 1/4®
2) Control Chart A: From the Balance Sheet of Shiva Ltd.

Proprietary Balances Total (Rs) | Harun Minority
Ltd’s Share | Interest
(34) (114)
Capital Profit
Pre-acquisition Profit (4,000)
Pre-acquisition General Reserve 30,000
Revaluation Loss (20,000)
6,000 4,500 1,500
Post-acquisition Profit 10,000
Profit as per Balance Sheet Add: 4,000
Pre-acquisition Loss 14,000 10,500 3,500
Post-acquisition General Reserve 40,000
General Reserve as per Balance Sheet Less: 30,000
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Pre-acquisition General Reserve 10,000 7,500 2,500
Share Capital
Less : Minority Interest (1/4) 2,00,000
Adjusted in Control Chart B 50,000 50,000
1,50,000
Minority Interest 1,50,000 57,500
3) Control Chart B: Calculation of Goodwill/Capital Reserve
Cost of Investments :
In Equity Shares
In Debentures 1,80,000 2,16,000
Less: Capital Profit 36,000 4,500
2,11,500
Less: Face Value of Shares held
Less: Face Value of Debentures held 1,50,000
40,000 1,90,000
Goodwill 21,500
4) Control Chart C: Other Assets and Liabilities
Particulars Plant and | Stock Debtors | B/R Cash Creditors | Bills
Machine Payable
104
Harun Ltd. 3,50,000 | 35,000 | 60,000 | 10,000| 11,000 40,000 12,000
Shiva Ltd. 3,20,000 | 15,000 | 30,000 8,000 | 30,000 25,000 8,000
6,70,000 | 50,000 | 90,000 | 18,000 | 41,000 65,000 20,000
Less: Revaluation 20,000 - -—-- -—-- -—-- -—-- -—--
Loss Less: - 1,000 - - - - -
Unrealized Profit -—-- ----| 10,000 -—— -—— 10,000 -——
Less: Mutual -—-- ---- -—-- 8,000 -—-- -—-- 8,000
Indebtedness
Less: Mutual
Acceptances
6,50,000 | 49,000 | 80,000 | 10,000 | 41,000 55,000 12,000
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(5) Profit and Loss Account Rs (6) General Reserve Rs
Harun Ltd.30,000 Harun Ltd. 60,000
Share from Shiva Ltd. (Chart A) 10,500 | 40,500 | Share from Shiva Ltd. (Chart A) 7,500
Less: Unrealised Profit on Stock (Note 1,000
)

39,500 67,500

7) Unrealized Profit on Stock = 1/2 (20% of Rs 10,000) = Rs 1,000.

8) For lack of information, no effect has been given in CBS for depreciation on Revaluation

Loss.

(As per Horizontal Balance Sheet) &4 J"Lf u.g'} I 243

:Je
The following are the balance sheets of Chopra Ltd. and its subsidiary David Ltd. as at 31 March
2021:
Liabilities Chopra | David Ltd. | Assets Chopra David
Ltd. Ltd. Ltd.

Equity Shares of Rs100 9,00,000 6,00,000 | Fixed Assets 18,00,000 | 10,20,000
Each Fully Paid Investments in 4,500
Capital Redemption 3,60,000 — | Equity Shares in David Ltd. on
General Reserve 3,00,000 90,000 | 30 September 2020 6,00,000 —
P&L A/c (Before Any Debentures of David Ltd. at
Appropriation) 1,80,000 1,20,000 | Par 1,50,000 —
Debentures 6,00,000 3,00,000 | Debentures of Chopra Ltd. at Par
Outstanding Interest on Other Assets — | 1,80,000
Debenture for 1 year 90,000 45,000 4,50,000 | 3,00,000
Other Liabilities 5,70,000 |  3,45,000

30,00,000 | 15,00,000 30,00,000 | 15,00,000

LS B LK UK E21-20205 iadiys S e 2 5 24077 e £20216.431
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I: Calculation of Share of Chopra Ltd. in Revenue Profits of David Ltd.: Amount
1) P&L A/c Balance on 31 March 2021 1,20,000
i1) Add: Pre-acquisition Loss 60,000
ii1) Total Profits for the Year 1,80,000
iv) Profit from 1 October 2020 to 31 March 2021
6 months: 6/12 x Rs 1,80,000 90,000
v) Share of Chopra Ltd.: 3/4 x Rs.90,000 67,500

I1: Calculation of Chopra Ltd.’s Share in Capital Profits and Capital Reserve
i) Capital Profit: Pre-acquisition Period (Ref: I (D—(IV)) 90,000
ii) General Reserve: Pre-acquisition Period 90,000

Total Capital Profit + Capital Reserve [(1) + (iD)] 1, 80,000

Share of Chopra Ltd.: 3/4 x 1, 80,000 1, 35,000

I1I: Calculation of Cost of Control:

1) Cost of Investment in Shares of David Ltd. 6,00,000
i1) Add: Pre-acquisition Loss: 3/4 x 60,000 45,000

6,45,000
iii) Less: Share in Capital Profit + Reserve (Ref: 1D 1,35,000

5,10,000
iv) Less: Nominal Value of Shares Held : (4,500 Shares x 100) 4,50,000
v) Goodwill 60,000

IV: Computation of Minority Interest:

1) Nominal Value of Shares Held by Outsiders : 1/4 x 600000 1,50,000
1) Add: ¥ of General Reserve (/4 90,000 ) 22,500

1,72,500
iii) Add: % of Profit (1/4 x 1, 20,000) 30,000
iv) Minority Interest 2, 02,500

NOTE: No need to allocate the minority’s share of profits/reserves into post- and pre-acquisition

periods.
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Consolidated Balance Sheet ofChopra Ltd. and Subsidiary David Ltd. as on 31 March 2021

Liabilities Rs Assets Rs
Share Capital: 9,000 Equity Fixed Assets:
Shares of Rs 100 Each 9,00,000 | Chopra Ltd. 18,00,000
Minority Interest 2,02,500 | David Ltd. 10,20,000 28,20,000
Reserves & Surplus: Goodwill — 60,000
Capital Redemption Reserve 3,60,000 | Other Assets:
General Reserve 3,00,000 | Chopra Ltd. 4,50,000
P&L Approp. A/c 1,80,000 David Ltd. 3,00,000
Add: Share in David Ltd. 67,500 2,47,500 7,50,000
Secured Loans: Less: Outstanding Interest:
Debentures: Chopra Ltd. Due to Chopra Ltd.27,000
6,00,000 Due to David Ltd. 22,500 7,00,500
Less: Held by David Ltd.
1,80,000 4,20,000
Debentures: David Ltd. 3,00,000
Less: Held by Chopra Ltd.
1,50,000 1,50,000
Tnterest on Debentures:
Chopra Ltd. 90,000
Less: Due to David Ltd. 27,000 63,000
David Ltd. 45,000
Less: Due to Chopra Ltd. 22,500 22,500
Current Liabilities:
Chopra Ltd. 5,70,000
David Ltd. 3,45,000 9,15,000
35,80,500 35,80,500

(Preparation of Consolidated Balance Sheet) /L}‘d/ %’u’%jj’fg}/ 24 4
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Balance Sheets of Laxman Ltd. and Shiva Ltd. as at 31st December, 2021

Particulars Laxman Ltd. (Rs) | John Ltd.(Rs)
EQUITY AND LIABILITIES
Shareholders’ Funds :
Share Capital-Equity Shares of Rs 100 each 6,00,000 3,00,000
Reserves and Surplus : General Reserve 70,000 50,000
Profit and Loss Account 40,000 20,000
12% Debentures of Rs 100 each (Secured) -—- 1,00,000
Trade Payables :
Creditors 50,000 35,000
Bills Payable 14,000 8,000
Short-term Provisions; 50,000 20,000
TOTAL 8,24,000 5,33,000
II. ASSETS
Tangible Assets-Plant and Machinery 4,50,000 4,20,000
Shares in John Ltd. (1,500 shares @ Rs. 120 each) 1,80,000 -—--
12% Debentures (400 Debentures @ Rs. 90 each) 36,000 -—--
Inventories-Stock 45,000 25,000
Trade Receivables : 70,000 40,000
Bills Receivable 20,000 8,000
Cash and cash equivalents-Cash in Hand 23,000 40,000
TOTAL 8,24,000 5,33,000
ek Bl
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The following are the balance sheets of Mehraj Ltd. and its subsidiary Nawaz
Ltd. as at 31 March 2021:

Liabilities Mehraj Nawaz Assets Mehraj Nawaz
Ltd. Ltd. Ltd. Ltd.

Equity Shares of Rs100 Fully 9,50,000 7,00,000 | Fixed Assets 19,00,000 | 11,20,000
Paid 3,80,000 — | Investments in 4,500
Capital Redemption 3,20,000 90,000 | Equity Shares in Nawaz Ltd. on
General Reserve 30 September 2020 6,50,000 —
P&L A/c (Before Any 2,00,000 2,20,000 | Debentures of Nawaz Ltd. at Par
Appropriation) 6,50,000 3,00,000 | Debentures of Mehraj Ltd. at Par 1,50,000 —
Debentures Other Assets
Outstanding Interest on 1,00,000 45,000 — | 2,80,000
Debenture for 1 year 6,00,000 4,45,000 5,00,000 | 4,00,000
Other Liabilities 32,00,000 | 18,00,000 32,00,000 | 18,00,000
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(Suggested Books for Further Readings) u:Cfu/ ’4:{“ “i Ld,lb‘,g'/24.7

1D Corporate Accounting-Md Hanif & Amitabha Mukherjee, McGraw Hill Education

(India) Private Limited.

2) Corporate Accounting —V.Rajasekran & R. Lalita, Pearson Delhi

3) Principles and Practice of Accounting - R.L. Gupta & V.K. Gupta, Sultan Chand & Sons.
4) Advanced Accountancy - Shukla and Grewal, S. Chand & Co.
5) Accountancy-III - S.P. Jain & K.L Narang, Kalyani Publishers.
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Maulana Azad National Urdu University
B.Com III Semester Examination - January, 2021
BBCM312CCT : Corporate Accounting
u@f(’&./{f}g P24

Time : 3 hrs Marks : 70

:.;,.L.l,?

Kl Ul — e SEIUBL L iz propnodio o Jyumddais,,
e ikl
e GUZ8Ub ot e Wrd s 12 A7 GG [ i B2 2 2 Ui S0 10 sl

(10 x 1 = 10 Marks) 1L L
208200) ol I8t s 12 Z U L e U1t e S T i 2

(5 x 6 = 30 Marks) el 6 L Ly e J
500)> &4 L 1260 r- gt esa 2L Ut E S e U1 U A e 3
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d;’ -
1: /,’Ul/
-« by Liability Debentures @)
—e bl S (Owners) F6Z U (i)
—e bkl AS Cashflow Statement (i)
< (Formula) &\>€2J##* Super Profit  (iv)
ce bW Bmged  J (Liabilities) =Azlul (Assets) L kU4 Amalgamation in Purchase  (v)
Gk 1 E) —e b eEL T JiiEL 2013 LS i)
W/ 8) <t kY (Shareholders) W€t P“2s2¥°i* (Bonus Share) SUY i)
(st / 5 ) -‘awgﬁﬂ‘g‘;w@w SAAE (i)
(L / g ) < Cﬁb l{uﬁ?ﬁ: AU~ Shares 4 Debentures (ix)
(5l / f; ) RS y;(@ur_( tZ Trade Receivable - &f’u’&/ Debtors (x)
(» 2

SIS ?9)ygcf (Holding) £dx  (2)
,“é u[.;/;y (s /‘L Amalgamation in Purchase 3)
,“é/lg/ Format & (Profit & Loss A/c) LU@WA@J 4)
ISP S S (5)
Net Asset Value = 59,50,000
Equity Shares : A Types : 1,00,000 Share @ 10 Rs. fully Called up.

25,000 Shares call in arrears @ 2 Rs per share.
B Types : 1,00,000 Shares @ 5 Rs. fully paid up.



gL d e i Ae S S
10,000 Equity Shares @ Rs 10 each = 1,00,000
10,000, 8% preference shares @ Rs. 10 each = 1,00,000
Capital Reserve = 50,000
General Reserve = 30,000
Profit and Loss A/c = 85,000
_gfg Clx U’] L%L/ (Redeem)u?: l}')@/ (Preference Shares) gfi ué'?/" 8% i‘:&ﬁj A

-"éug/.pu;i’g/d/tg (Bonus Shares) u"ﬂu‘éJ

—e AN RN Al y A BLud. & AL,
1) Issue of Equity Shares to B Ltd. in A Ltd.
Market value of shares : A Ltd. = Rs 35 per share.
B Ltd. = Rs. 25 per share.
ii) To pay Rs. 10 in cash per share.
iii) No of Equity Share : B Ltd. = 2,00,000
_gfg _.,r;/ (Purchase Consideration) u?: b’d/,g]'
RS SO Y
(v ~
S Be Pt 54U 2018 Bk 317UL (Income Statementye. 8 5476 KP Lid.
,éjg (Cash Flow)

Particulars Rs Rs
Sales 80,00,000
Less : Cost of Goods Sold (35,00,000)
Gross Profit 45,00,000
Less : Expenses
Salary 8,90,000
Rent 1,30,000
Bad Debts 80,000
Depreciation 2,50,000
Goodwill Written off 75,000
Advertisement 1,15,000
Loss on Sale of Fixed Assts 1,60,000
Provision for Income Tax 7,20,000 (24,20,000)
Net Income 20,80,000
=l Lo
Particulars Bal. on 31.03.2017 Bal. on 31.03.2018
Inventory 45,000 55.000
Sundry Debtors 52,000 72.000
Sundry Creditors 38,000 30.000
Prepaid Rent 10,000 5.000
Bank Overdraft 15,000 20.000

(6)

)
®)

€))
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e LA S sy 2019 B0 31 U Sl
Liabilities Amount Assets Amount
40,000 Equity Shares @ Rs 10 each 4,00,000 [Hand and Building 2,00,000
Capital Reserve 1,80,000 [Plant and Machinary 1,00,000
P&L Alc 60,000 [Furniture 80,000
10% Debentures 2,00,000 [Stock 40,000
Sundry Creditors 20,000 |Sundry Debtors 60,000
Bank 3,00,000
Cash 80,000
Total 8,60,000 |Total 8.60.000
] g@)ﬁ‘gﬁ DIk A1 2 5o dad i 4 74 Star Lid. & Sun Lid. & 2019 foid
_Z.lglj/bl/? Premium 5% Debentures (a
Sedbdgnd (Creditor) U (b
-ngy/d/b Sun Ltd. 5 Shares LA;L 4 Shares }’/ Shareholders & Stars Ltd. (c
,LL“KL;M&%)/ 10 Face Value u(J> - 11 JQCLJML Sun Ltd. d
-?L@t/m Sun Ltd. e« J < 10,000 sz Cost of Liquidation (e
_:L}( Clx U’] Sl lA/é Sun Ltd. =5l Amalgamation in Nature of Merger
- /;L}' (Consolidated Balance Sheet) ."{’J{/f)’y/ 2018 &Jb 31 (12)
Equity & Liabilities H Ltd. S Ltd. Assets H Ltd. S Ltd.
Share Capital Tangible Assets 20,00,000] 15,00,000
Equity @ Rs. 10 20,00,000 5,00,000 | Investments
General Reserve (80% Equity share 23,00,000
(April-1-2017) 3,00,000 1,00,000 | of S Ltd.acquires on
Surplus: 1-4-2017 6,00,000 3,00,000 | 1st Oct. 2017)
Profit for the year 4,00,000 1,00,000
Trade Creditor 10,00,000 5,00,000
43,00,000| 15,00,000 43,00,000| 15,00,000
,é)?luyuﬁf Lf‘?/“/)’ (Equity) d;t,»?‘a)yl[:. (Preference Shares) (f/7 L?’?/“ (13)
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Equity and Liabilities Rs.
Equity Share Capital (Rs. 10 each) 20,00,000
10% Preference Share Capital (Rs. 100 each) 5,00,000
Profit and Loss Account (Debit Balance) (14,35,000)
12% Debentures 2,00,000
Sundry Creditors 76,000
Interest on Debentures 24,000
Total 13,65,000
Assets
Goodwill 1,75,000
Land and Building 1,50,000
Plant and Machiniry 4,00,000
Furniture 80,000
Stock 3,00,000
Sundry Debtors 90,000
Cash at Bank 1,45,000
Share Issue Expenses 25,000
Total 13,65,000
S L}Lbl

Revaluation of Assets at :

Land and Building = 1,80,000

Plant and Machinery = 2,00,000

Furniture = 72,000

Stock = 2,00,000
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